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John Adams and Thomas Jefferson on the Nature 
of Landholding in America 
By RUDOLF FREUND* 


AY the time when the problem of in- 
dependence held the all-absorbing 
attention of the revolutionary generation, 
John Adams and Thomas Jefferson 
argued that the inherent right of the 
colonies to govern themselves had its 
close counterpart in the claim of every 
colonist to possess land in his own right. 
The arguments of the two men pro- 
ceeded, in either case, from the political 
philosophy of the seventeenth and eight- 
eenth centuries which proclaimed prop- 
erty, together with life and liberty, the 
foundations of the good society. 

Since adolescence John Adams and 
Thomas Jefferson were quite familiar 
with the legal and political history of the 
English and colonial landholding sys- 


* North Carolina State College. 


1John Adams, “Dissertation on the Feudal and Canon 
Law,” The Works of John Adams, edited by Charles Francis 
Adams, Vol. III, 447 f. (Boston:Little, Brown & Co., 1850- 
56). (Cited hereafter as John Adams, Works). For John 
John Adams’ own comment, see “Diary,” Works, Vol. II, 
146-150, and Gilbert Chinard’s eulogy in his Honest John 
Adams (Boston: Little, Brown & Co., 1933), p. 48-49. 
Thomas Jefferson, “Whether Christianity is Part of the 
Common Law,” The Writings of Thomas Jefferson, edited by 
Paul Leicester Ford, Vol. I, p. 360 f. (New York: G. P. 
Putnam’s Sons, 1892-99). (Cited hereafter as Jefferson’s 
Writings, ed. Ford). Jefferson’s own comments in his “Auto- 


tems.'_ When the colonial era drew to its 
close and the battle of ideas was joined 
in every field, Adams and Jefferson forged 
their special knowledge into political 
arguments to be used on occasions of 
particular emergency and importance. 
John Adams inserted his views on the 
property issue in the famous rejoinders 
of the Massachusetts Assembly to Gov- 
ernor Hutchinson early in 1773,? and 
reiterated his stand in the “‘Novanglus” 
—articles of the fateful winter and spring 
of 1775.8 Jefferson dealt with property 
rights in his forceful instructions for the 
Virginia delegates to the First Conti- 
nental Congress, written in August 1774, 
and later known as “A Summary View 
biography,” Writings, ed. Ford, Vol. I, p. 4, and H. S. 
Randall, The Life of Thomas Jefferson, Vol. I, p. 30-31 (New 
York: Derby & Jackson, 1858). 

2 The House of Representatives of Massachusetts to the 
Governor, January 26, 1773, and March 2, 1773. The 
Writings of Samuel Adams, ed. H. A. Cushing, Vol. II, (New 
York: G. P. Putnam’s Sons, 1904-1908). pp. 401-426, 431- 
454. (Cited hereafter as Samuel Adams, Writings). These 
two replies are attributed to Samuel Adams, but there seems 
little doubt that the passages of interest here reflected John 
Adams’ views, even if they were not actually written by him. 
See: Samuel Adams, Writings, Vol. II, 401, note; John 
Adams, “Diary,” Works, II; 310-313; also below. 


3 John Adams, Works, IV., pp. 11-177, especially pp. 121- 
151. 
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of the Rights of British America.” This 
pamphlet established Jefferson’s “reputa- 
tion of a masterly pen,” and led to the 
appointment of the young Virginian to 
the Committee which drafted the Decla- 
ration of Independence. 


I. The King and the Colonies 


The central theme of the writings 
referred to was the refutation of Parlia- 
mentary rule over the Colonies. In form 
or substance, these discourses were peti- 
tions to the English King demanding his 
help against Parliament. John Adams 
and Thomas Jefferson took pains to ex- 
plain why the colonies had a definite 
right for thus appealing to their sovereign. 
Together with James Wilson, the two 
men advanced the theory that England, 
Scotland, Ireland, and the American 
Colonies were independent nations joined 
together solely by the recognition of the 
same king as their common sovereign ; *— 
the King, in turn, was obligated to re- 
strain the members of his realm trom 
interfering in the affairs of the others. 
Thus, the fight against a Parliament 
which represented the people of the 
British Isles, and nobody else, did in no 
way weaken the ties which bound the 
colonies to the English King and Empire. 
On the eve of Lexington, John Adams 
branded independence a slanderous term 
when interpreted as ‘fa new plan of 
government over all America, uncon- 
nected with the Crown.” And even after 
the first shots had been fired, Thomas 
Jefferson maintained that he would 
“rather be in dependence on Great 
Britain, properly limited, . . . than on 

4 Jefferson’s Writings, ed. Ford, I, 427-447, esp. pp. 443- 
445; Facsimile Reprint, with an Introduction and a Biographical 
Note by Th. P. Abernethy, (New York: Scholars Facsimiles 
& Reprints, 1943), esp. p. 19-21. For Jefferson’s own come 
ments, see “Autobiography,” Writings, ed. Ford, I, 12-14; 
‘Letter to Edmund Pendleton,” August 3, 1776, Writings, IT, 
78, Ford’s introduction to the “Summary View,” Writings, I, 
421-426, and H. S. Randall, Life, op. cit. I, 89, 90. 

5 John Adams, Works, II, p. 511, and H. S. Randall, Life, 
op. cit. I, p. 113. 
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no nation.” But he added, and John 
Adams certainly shared his feelings, that 
he would rather lend his hand “to sink 
the whole Island in the Ocean” than to 
submit to the rule of its Parliament.’ 

If, however, the avowed adherence to 
Crown and Empire was considered a 
political asset in the fight against Parlia- 
ment, was it not poor strategy to raise the 
issue of property rights at this juncture? 
Parliament had no part in making or 
administering land laws on either side of 
the Ocean. Title to landed property in 
the Colonies emanated from the King as 
the ultimate owner of the soil, and per- 
manent interests in land (“estates”) were 
established according to the rules of 
statutory and common law. Why, then, 
did John Adams and Thomas Jefferson 
embark on a discussion of property 
rights which could not fail to challenge 
the King’s right to grant land and collect 
rent from land thus granted? 

Expediency may explain why John 
Adams and Thomas Jefferson treated the 
property issue without much fanfare in 
their pre-revolutionary writings. How- 
ever, that issue had to be faced because 
basic principles were at stake. On what 
grounds, and within what limits, could a 
free colonial government acknowledge 
the English King as its sovereign? In 
particular, how could the founders of that 
government, the English settlers, recog- 
nize any right of the Crown which was 
established for, and anchored in, the king 
long before the first emigrant left Eng- 
land? Jefferson and Adams questioned 
whether the king’s supreme domain over 


*R. G. Adams, Political Ideas of the American Revolution 
(New York: Facsimile Library, Inc., 1939), p. 97. Special 
reference is made to this book because of its excellent treat- 
ment of the Empire-theme in pre-revolutionary thought with 
which John Adams’ and Thomas Jefferson’s views on land- 
holding are closely connected. See also, Ch. H. Mclllwain, 
The American Revolution: A Constitutional Interpretation (New 
York: Macmillan, 1923). 

7John Adams, ‘“‘Novanglus,” Works, IV, 131. Thomas 
Jefferson to John Randolph, August 25, 1775, Writings, ed. 
Ford, I, 484. : 
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land, even though it might apply to 
English soil, really extended across the 
Ocean, and whether the colonists did 
right when they took land “‘in fee” from 
the king and paid him rent. 


Nor was this all. The unique develop- 
ment of England’s legal institutions had 
long since transformed the superior title 
of the king to the land in his realm into a 
universal principle of landholding. Com- 
mon and statutory laws alike prescribed 
that no British subject could possess land 
in his own right. All titles to and per- 
manent interests in land had to be deriva- 
tive (“‘in fee’’) in order to be legally valid. 
Tenure was thus proclaimed the sole 
basis and principle of all landholding 
wherever English law held sway. Again, 
Adams and jefferson asked whether 
English precedents and laws did in fact 
have binding force in the colonies. 


Obviously, any decision as to the 
character of the colonial landholding 
system had to proceed from an inquiry 
into the origin of colonial rule in America. 
In what manner did the settlers on 
American soil continue in the tutelage of 
the Crown? What English rights and 
laws did the emigrants carry across the 
Ocean? And what happened to the in- 
stitution of tenure when transplanted into 
new soil? 


John Adams and Thomas Jefferson 
sought the answers to these questions 
under the guidance of historical and legal 
writings which were deeply imbued with 
the spirit of the natural rights philosophy. 
But since the two men formulated their 
ideas quite independently of each other, 
they often reasoned along different lines, 
and even from different premises. The 
New Englander and the Virginian 
seemed engaged in a discussion between 
themselves, the remarks of the one often 
reading like comments on the assertions of 
the other. 
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IT. Is Emigration a Natural Right? 


A. Jefferson. John Adams and Thomas 

Jefferson held widely different opinions as 
to the basic character of emigration itself. 
The Virginian believed that the right to 
leave one’s country was a natural and 
inherent right of all free men. The exer- 
cise of that right severed uno actu all ties 
with the motherland, its laws and institu- 
tions. In his “Summary View,” Jeffer- 
son proclaimed that: 
“Our ancestors . . ., before their emigration 
to America were the free inhabitants of the 
British Dominions in Europe, and possessed a 
right which nature has given to all men, of 
departing from the country, in which chance, 
not choice, has placed them, of going in 
quest of new habitations, and of there es- 
tablishing new societies, under such laws and 
regulations as to them shall seem most likely 
to promote public happiness.” 


If such was the origin of the American 
Colonies, how did it happen that these 
colonies continued to recognize the Eng- 
lish king as their sovereign, and to live 
under the laws of the country they left? 
For his answer, Jefferson did not search 
charters, nor did he quote legal prece- 
dents. It was his basic belief that the 
very facts of emigration and settlement 
rendered every commitment of the 
colonists the free choice of a free people. 
Jefferson continued: 
‘Settlement having been thus effected, the 
emigrants thought proper to adopt that system 
of law under which they had hitherto lived in 
the mother country, and to continue their 
union with her, by submitting themselves to the 
same common sovereign.” (Italics supplied) 
By that pronouncement Jefferson put 
the relationship of the colonies to the 
English Crown on this basis. Voluntary 
submission bound the colonies only so 
far as their own free will extended; they 
could not, and did not become parties to 
legal arrangements which the English 
King might have with other peoples of 
his realm. The bearer of the English 
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Crown, therefore, reigned in the Colonies, 
not in his capacity as King of England, or 
Scotland, or Ireland, but solely in that of 
“the chief officer of the people, appointed 
by the laws.” Even in the external 
affairs of the colonies, the king had no 
self-willed power; he was but “the central 
link connecting the several parts of the 
empire, newly multiplied” by the inclu- 
sion of the Colonies in the English family 
of free nations. ® 

With regard to the ‘“‘adoption”’ of the 
English Law, Jefferson’s reasoning pro- 
ceeded along more devious routes. The 
young Virginian undoubtedly shared the 
enthusiasm of his generation for the 
common law rights which were regarded 
as the main bulwark against encroach- 
ments on the “‘liberties” of the Colonies. 
On the other side, he was quite aware 
that the Common Law embodied prin- 
ciples, particularly with regard to prop- 
erty rights, which were incompatible with 
the basic tenets of the natural rights 
philosophy. As we shall see presently, 
Jefferson took great pains to resolve 
that dilemma in such a way that the 
basic goodness of the Common Law was 
preserved. In his later days, however, 
he drew a sharp dividing line between the 
rights of an Englishman and the rights of 
an English settler on American soil. ‘I 

8“Summary View,” Writings, ed. Ford, I., pp. 429-431, 
436, 439. One year later, in 1775, Jefferson expressed the 
same views even more forcefully when he drafted the ‘“‘Decla- 
ration for Taking Up Arms.” In his first draft, he wrote: 
“Our forefathers . . . left their native land to seek on these 
shores a residence for civil and religious freedom . . . and 
established their civil societies with various forms of govern- 
ment, but possessing all, what is inherent in all, the full and perfect 
powers of legislation. To continue their connection with the 
friends they had left, they arranged themselves by charters of 
compact under the same common king who thus became 
the link of union between the several parts of the empire.” 
(Jefferson Papers, Library of Congress, Vol. II.) In the 
second draft, Jefferson left out the phrase italicized above, 
but inserted part of it after “the same common king,” so that 
we read in Ford (Writings, I, pp. 464-465): “. . . they 
arranged themselves by charters of compact under the same 
common king, who thus completed their powers of full and 
perfect legislation and became the link of union between the 
several parts of the empire.” The latter version is, of course, 


much weaker, and even contradictory in terms; how can 
something be “completed” which is already full and perfect? 
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deride with you,” he wrote Judge Taylor 
in 1812, “the ordinary doctrine that we 
brought with us from England the Com- 
mon Law rights. This narrow notion 
was a favorite in the first moment of rally- 
ing to our rights against Great Britain. 
But it [i.e., the notion] was that of men 
who felt their rights before they had 
thought of their explanation. The truth 
is that we brought with us the rights of 
men; of expatriated men.” ® 

B. John Adams. Jefferson’s radical 
views concerning the character of emi- 
gration were shared by few, if any, of his 
contemporaries.1° John Adams denied 
outright that emigration could be con- 
sidered a natural right. He maintained 
that every inhabitant of the British Isles 
was bound to the English King by a 
personal tie of allegiance which lasted 
from the day of his birth to that of his 
death, no matter whether he stayed in 
England or left the motherland for new 
shores. This bond was so strong, Adams 
insisted, that an Englishman who wanted 
to emigrate had to obtain the king’s 
permission to do so, and the learned New 
Englander quoted chapter and verse from 
English authorities in support of his 
opinion.'! 

At the same time, John Adams con- 


Jefferson himself explained later that this change in wording 
was due to his wish for a compromise with Dickinson’s “half 


way house” position. Cf., “Autobiography,” Writings, ed. 
Ford, I, p. 12, and ‘Notes on M. Soule’s Book,” :did., IV., 
p. 302. 

9 The Writings of Thomas Jefferson, Memorial Edition, Vol. 
XIII, (Washington, D. C.: Jefferson Memorial Association. 
1903-04), p. 165. | 

10H, S. Randall, Life, I, p. 89, 90. Jefferson’s “Auto- 
biography,” Writings, ed. Ford, I, 12, where Jefferson wrote: 
“In this doctrine however I had never been able to get 
anyone to agree with me but Mr. Wythe.” Mr. R. G. Adams 
thinks that “this doctrine” referred to Jefferson’s theory of 
the Empire which was similar to that of James Wilson, and 
others; Adams feels obliged, therefore, to say that Jefferson 
“apparently” never got anyone in Virginia to agree with him 
except George Wythe.” (Italics mine.) Political Ideas, 
quoted above, p. 55. Actually, Jefferson had his doctrine of 
emigration in mind which was indeed quite unique. Cf., also 
John Adams’ transcript of the discussion which took place on 
Sept. 6, 1774, in the “Committee for Stating Rights” of the 
First Condinental Congress. John Adams, Works, II., p. 370. 


* 11.“Novanglus,” Works, IV., pp. 121-124. 
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sidered the law of nature the ultimate 
source of the settlers’ right to institute 
their own governments in America. But 
must not the continued allegiance to the 
Crown prevent the settlers from exercis- 
ing that right? Adams thought not, and 
maintained that personal allegiance to 
the Crown was fully compatible with 
the fundamental rights to life, liberty, 
and even property. Adams proved his 
point by distilling from England’s con- 
stitutional history a ‘“‘legal doctrine of 
allegiance” which he considered of great 
importance. }? 

The initial step in Adams’ deduction 
covered familiar ground. By virtue of a 
solemn compact, he said, the English 
King had obligated himself to protect his 
subjects in the exercise of their com- 
mon law rights; in return, the English 
people, through their Parliament, had 
sworn allegiance to the Crown. But the 
compact between the Parliament and 
the King, continued Adams, bound 
solely the people and the Crown’ of 
England. From here, Adams’ argument 
branched out in three directions. He 
maintained, first, that the compact con- 
verted the common law rights of the 
English people into “birthrights,” be- 
cause Parliament could secure the king’s 
protection only for those represented in 
that body, that is, for the men and women 
born and residing in England. Secondly, 
the king’s contractual obligation became 
an integral part of the “birthright’’ code 
itself which thus received its English 
character by the king’s protection of the 
laws. Thirdly, the king was not bound 
to protect his subjects in the exercise of 
their “‘birthrights” anywhere else but on 
the soil of England, though his native- 
born subjects continued to be bound to 
him even after they left the motherland. 


12 “Diary,” Works, II., p. 165, where Governor Hutchin- 
son was said to have cut “‘a meagre figure”’ in the debate with 
the Massachusetts Assembly because he “wholly misunder- 
stood the legal doctrine of allegiance.” 
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With regard to the status of the Ameri- 
can settler, John Adams drew these con- 
clusions from his doctrine. As English- 
born subjects, the emigrants, “‘while they 
lived, could not have taken arms against 
the king of England, without violating 
their allegiance. But their children 
would not have been natural subjects, 
and . . . consequently not bound to the 
king.” Moreover, allegiance ceased to 
have contractual force, even for the first 
generation, because the king’s compact 
did not bind him to protect an English- 
man in the exercise of his birthrights on 
American soil. Strictly speaking, these 
rights, being contingent on the king’s 
protection, could not be enjoyed in 
America at all. This did not mean, of 
course, that the emigrant became a law- 
less individual. As it were, his rights 
merely lost their English veneer, and re- 
emerged as the rights inherent in all men. 
“The individual settler,” Adams said, 
“carried with him, as a man, all the 
rights of nature.” Here was the rock- 
bottom fact of all colonial life. “Our 
ancestors,” Adams concluded, “when 
they emigrated . . . had aclear right to 
have erected in this wilderness a British 
constitution, or a perfect democracy, or 
any other form of government they saw 
fit.” 


John Adams thus clothed the American 
settlers with the same absolute right of 
choosing their own form of government 
as did Thomas Jefferson. But Adams 
interpreted the actual choice of the 
settlers in much clearer terms, and ac- 
corded the colonial charters a vastly 
greater importance than did the Vir- 
ginian. The charters, Adams main- 
tained, were true contracts between the 
colonies and the English king; they es- 
tablished a new personal allegiance in 
return for the royal protection of the 
laws. However, these laws were not the 
old common laws of England, but those 
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of nature. Adams knew, of course, that 
the charters did not say so, but contained 
nothing more than a guarantee of ‘“‘Eng- 
lish liberties.” But this term was only a 
figure of speech, Adams implied; in 
truth, the charters referred to English 
liberties as to “certain rights of nature 
which cleaved to our ancestors when 
they crossed the Atlantic, and would have 
inhered in them... even although 
they had taken no patent or charter from 
the king at all.” In consequence, ‘“‘we 
New Englandmen derive our laws. . 
not from parliament, not from common 
law, but from the law of nature, and 
the contract made with the king in our 
charters.”’!8 


III. The Basis of Tenure 


A. John Adams. (continuedy John Adams’ 
definition of allegiance savoured strongly 
of the feucal concept of tenure. ‘‘Allegi- 
ance to a sovereign lord,” he wrote, “‘is 
nothing more than fealty to a subordinate 
lord, and in neither case has any relation 
to or connection with laws or parliament, 
lord, or commons. There was a reciprocal 
confidence between the lord and vassal. 
The lord was to protect the vassal in the 
enjoyment of his land. The vassal was 
to be faithful to his lord, and defend him 
against his enemies.’ !4 

Accepting the protection of the lord 
implied, of course, that the vassal recog- 
nized the lord’s superior title to the land 
which the vassal enjoyed. From here it 
seemed but a short step to conclude that 
the English king, as the sovereign lord, 
was indeed vested with the superior 
domain over all the land which his sub- 


13 ““Novanglus,” Works, IV., pp. 121-124. John Adams’ 
identification of the birthrights of Englishmen with the 
natural rights of men bears out Roscoe Pound’s general 
observation that “the common-law limitation upon royal 
authority became natural limitations upon all authority; 
the common-law rights of Englishmen became the natural 
rights of men.” R. Pound, The Spirit of the Common Law 
(Boston: Marshall Jones Co., 1921), p. 254-256. 

14 “Novanglus,” Works, IV., p. 145. 
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jects tilled. John Adams, however, 
refused to take that step. He might 
admit that in England land was being 
held “‘in fee” from the king; but he denied 
that the same principle could apply to 
America, the language of the land 
patents notwithstanding. 

Again, John Adams went back to the 
origin of settlement in America. He 
maintained that the king’s claim to 
superior domain in new countries differed 
in character and validity according to 
whether that claim was based on actual 
conquest or proceeded from discovery 
and peaceful occupation.!® Only mili- 
tary conquest, Adams said, gave the 
prince the undisputable and complete 
dominion over life and property of a 
subjugated people. If he parcelled oui 
the land to his friends, who granted 
lesser parts of it to others, all land would 
eventually be held “in fee,” and medi- 
ately or immediately from the king. 
Such was the case in England following 
the Conquest of 1066; and if the English 
king, said Adams, “‘had sent an army here 
to conquer King Massachusetts, and it 
had succeeded, he would have been the 
sovereign lord of the land here upon 
these principles.” But America, ex- 
claimed Adams, “‘is not a conquered, but 
a discovered country.” What rights, 
then, if any, would accrue to the king 
through discovery? 

Discovery could indeed confer supreme 
dominion upon a prince, if a country 
was inhabited by heathens and not 
claimed by another Christian prince. 
That doctrine, admitted Adams, might 
have applied to America, save for this 


18 This distinction was quite familiar to judicial writers of 
the eighteenth century. Blackstone, e.g., said that “‘planta- 
tions or colonies, in distant countries, are either such where 
the lands are claimed by right of occupancy only by finding 
them desert and uncultivated, and peopling them from the 
mother country; or where, when already cultivated, they 
have been either gained by conquest, or ceded to us by 
treaties.” Commentaries, 15th edition (London: T. Cadell & 
W. Davies, 1809), Vol. I., p. 106, 107. 
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decisive fact; neither the king nor his 
emissaries discovered America and settled 
on its shores; solely the king’s subjects 
did so, and they acted of their own 
accord. Obviously, then, the king 
could not convey rights to American land 
which he never acquired in his own 
person, or for the Crown. By the same 
token the settlers could not have derived 
their titles to land from the king either. 


On the other side, John Adams would 
not admit that the colonists had taken 
their land by force. ‘‘In the sight of God 
and man,” they did not dare to violate 
the rights of the native Indians to their 
properties ‘‘which God had originally 
given them.” Prompted by their keen 
sense for reason and equity, Adams ex- 
claimed, ‘‘our ancestors . . . honestly 
purchased their lands from the natives,” 
and paid for thei: possessions ‘‘dearly, 
very dearly in the labor, blood, and 
treasure’ which they expended in sub- 
duing the soil to cultivation. All that 
gave the settlers the most perfect title to 
their land, which they might have ac- 
quired, as Adams put it, “‘to hold allodi- 
ally,” that is, to the exclusion of any 
superior claim of the king.'® 

And yet the colonists did recognize 
that very claim by taking their lands in 
grant from the king, as the wording of 
every patent showed. What, then, did 
induce them to do so? Adams’ answer 


16‘Dissertation,” John Adams, Works, III., p. 450; 
“Replies to the Governor,” Writings of Samuel Adams, I1., 404, 
405; “‘Novanglus,” John Adams, Works, IV., 124-125, 170, 
176, 177. The pivotal term “‘allodial’? was used by John 
Adams, as well as by Thomas Jefferson for signifying the 
opposite to land held “‘in fee”’ of a superior lord. ‘‘Allodium,’’ 
said the much-read Blackstone, “‘the writers on this subject 
define to be every man’s own land, which he possesseth 
merely in his own right, without owing rent or service to any 
superior. This is property in its highest degree; and the 
owner thereof hath absolutum and directum dominum. 
. . . But feodum or fee, is that which is held of some superior, 
on condition of rendering him service; in which superior the 
ultimate property of the land resides. And therefore Sir 
Henry Spelman defines a feud or fee to be the right which the 
vassal or tenant hath in lands, to use the same, and take the 
profits thereof to him and his heirs, rendering to the lord his 
due services; the mere allodial property of the soil always re- 
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was, first, that colonial land grants were 
offered under the most lenient terms and, 
second, that allodial landholding was 
incompatible with the institutions of a 
monarchy. In a remarkable passage, 
Adams had this to say about the early 
settlers: 


“To have holden their land allodially, or 
for every man to have been the sovereign lord 
and proprietor of the ground he occupied, 
would have constituted a government too 
nearly like a commonwealth. They have 
contented, therefore, to hold their lands of 
their king, as their sovereign lord; and to him 
they were willing to render homage, but to 
no mean or subordinate lords; nor were they 
willing to submit to any of the baser services. 
In all this they were so strenuous, that they 
have even transmitted to their posterity a 
very general contempt and detastation of 
holdings by quitrents, as they have also a 
hereditary ardor for liberty and thirst of 
knowledge.”’!” 


B. Jefferson. Compared to John 
Adams’ genteel reconciliation of the 
fundamentally allodial nature of land- 
holding with the settlers’ allegiance to 
the king, Jefferson’s approach to the 
same problems was almost brutal in its 
simplicity and brevity. He did not 
bother to investigate into the rights, 
fictitious or real, accruing from discovery 
and he made equally short shrift with 
the king’s right of conquest. He declared 
boldly: “‘America was not conquered by 
William the Norman, nor its lands 


maining in the lord. This allodial property no subject in 
England has; it being a received,and now undeniable principle 
in the law, that all the lands in England are holden mediately 
or immediately of the king. The king therefore only hath 
absolutum et directum dominium: but all subjects’ lands are in 
the nature of feodum or fee . . . A subject therefore hath 
only the usufruct, and not the absolute property of the soil; 
or, as Sir Edward Coke expresses it, he hath dominium utile, 
but not dominium directum.” Blackstone, Commentaries, op. cit., 
Vol. II, pp. 104, 105. 

17 “Dissertation,” John Adams, Works, III, 455. Dal- 
rymple, whom Adams read at that time, (Cf., “Diary,” 
Works, 11, 147) even spoke of “‘the allodial right of election,” 
meaning the absence of property qualifications for electors. 
John Dalrymple, An Essay Towards a General History of Feudal 
Property in Great Britain, Fourth Edition (London: A. Millar, 
1759), p. 276. 

18 Summary View,” Writings, ed. Ford, I., 444. 
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surrendered to him, or any of his succes- 
sors,” and concluded in the same breath: 
“Possessions there are undoubtedly of the 
allodial nature.”’!® 

Equally brief and to the point was 
Jefferson’s deduction of the settlers’ 
rights to the lands they possessed. Adams 
based these rights, we remember, on the 
equitable purchase of Indian land and 
the subsequent expense of labor, treasure 
and blood in its cultivation and defense. 
Jefferson harbored far more sanguine 
feelings; he dressed the colonists them- 
selves in the garb of conquerors, investing 
every one of them with the “right of 
conquest” to the land he acquired. 
““America was conquered,” he said, 
‘and her settlements made .. . at the 
expense of individuals. . .. Their own 
blood was spilt in acquiring lands for 
their settlements, their own fortunes ex- 
pended in making that settlement effec- 
tual; for themselves they fought, for them- 
selves they conquered, and for them- 
sefves alone they have right to hold.’’!* 

Assuredly, there was no room here for 
loyalty to a stay-at-home king. With a 
single stroke Jefferson wiped out the 
whole doctrine of tenure by bestowing 
upon every individual settler the right of 
absolute and direct dominion over his 
land. Two years after the “Summary 
View” was written Jefferson commented 
on his “iong-held opinion that our 
lands were allodial possessions’’ in these 


19 “Summary View,” Writings, ed. Ford, I., 430. 

20 Letter to Edmund Pendleton, Aug. 13, 1776. Writings, 
ed. Ford, II., 78-79. The first paragraph of this long letter 
reads: “The opinion that our lands were allodial possessions 
is one which I have very long held, and had in my eye during 
a pretty considerable part of my law reading which I found 
always strengthened it. It was mentioned in a very hasty 
production, intended to have been put under a course of 
severe correction, but produced afterwards to the world in a 
way with which you are acquainted. This cpinion I have 
thought and still think to prove if ever I should have time to 
look into books again.” Jefferson wrote this letter in reply 
to one of Pendleton’s, dated Aug. 3, 1776, and Pendleton 
replied to Jefferson’s letter again on Aug. 26. Pendleton’s 
letters are in the Library of Congress collection of Jefferson’s 
papers, Vol. II, and have not been published. This is to be 
regretted since this correspondence throws much light on 
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emphatic terms; he denied that there 
was any valid distinction between 


allodium and feodum, and called “the 
separation of the property from the 
perpetual use of land a mere fiction.”29 


IV. The Fiction of Tenure 


A. Jefferson. (Continued) If tenure was 
a mere fiction, how did it come to pass 
that all lands in America were held in 
grant from the king? Were these grants 
spurious? Jefferson thought not; the 
grants were but instruments employed 
for making the general rule of tenure 
stick. But how, and when, Jefferson 
asked, did tenure lose the connotation of 
a personal lord-tenant relationship and 
was changed into a general principle? 
For his answer Jefferson had to delve into 
the dim past ot English history because 
tenure was established as the universal 
basis of landholding long before the first 
settlers crossed the Ocean. 

In his search Jefferson relied heavily on 
well-known English and Scottish writers 
of the eighteenth century who were 
deeply imbued with the spirit of the 
political philosophy of their time.”! 
These authors, and Jefferson with them, 
glorified the Anglo-Saxon phase of Eng- 
land’s history as the one period when 
the natural rights of men were fully 
protected and exercised. ‘Our ances- 
tors,” wrote Jefferson, “held their lands, 
as they did their personal property, in 
Jefferson’s concept of “‘allodial’” landholding, and the practi- 
cal consequences he drew from it. Cf. R. L. Hilldrup, 
The Life and Times of Edmund Pendleton (Chapel Hill: 


University of North Carolina Press, 1939), pp. 189-191. 


21 The Commonplace Book of Thomas Jefferson (edited, with an 
introduction and notes, by G. Chinard, Johns Hopkins Press: 
Baltimore, 1926) contained long excerpts from Lord Kame’s 
Law Tracts, Dalrymple’s Essays Toward a General History of 
Feudal Property in England, Blackstone’s Commentaries, and 
Robertson’s History of Charles V. See nos. 559, 569-571, 740, 
757-759; also Chinard’s comments, Introduction, pp. 16-21, 
29-31. In the “Summary View,” Jefferson referred to these 
sources when he said: “The introduction .of the feudal 
tenures into the kingdom of England, though ancient, is well 
enough understood to set this matter in a proper light.” 
Writings, ed. Ford, I., 443. For John Adams’ use of the same 
sources, see below. 
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absolute domain, disencumbered with 
any superior.” That happy state of 
affairs was undermined and eventually 
destroyed by the Norman invaders, and 
the dark history of continued oppression 
began. 

The first step was taken by William 
the Conqueror himself. He ousted his 
Saxon enemies from their landed posses- 
sions and parcelled these out among his 
followers under the condition that his 
vassals render him personal services, 
mostly military in character. The king 
reserved for himself the ultimate owner- 
ship in the lands thus granted, thereby 
creating “‘estates in fee” which ran true 
to feudal law. So far, Jefferson admitted, 
the king acted within the right of con- 
quest which conferred upon the victor 
the full domain over the life and prop- 
erty of those who had taken arms against 
him, or surrendered to him voluntarily; 
nor did he question the right of the king 
to grant land, thus acquired, “‘in fee” to 
his followers. 

However, the Norman king, and es- 
specially his successors, went much far- 
ther. By express laws, ‘‘enacted to 
render uniform the system of military 
defense,” even those Saxon holdings 
which were never forfeited or surrendered 
to the king “‘were made liable to the same 
military duties, as if they had been feuds; 
and the Norman lawyers soon found 
means to saddle them with all the other 
feudal burdens. . A general prin- 
ciple indeed was introduced, that all 
lands in England were held either 
mediately or immediately of the crown.” 


Here was the turning point of Jeffer- 
son’s historical argument. He did not 
deny that the king might grant land 
which he had acquired by conquest or 
surrender. But a fraud was committed 
when laws were passed which extended 
that personal privilege of the king over 
the properties of each and every one of 
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his subjects. The humble tillers of the 
English soil had not forfeited life and 
property to the king. For them, the un- 
written laws of their forefathers (“‘lex non 
scripta’”’) remained fully valid, and there 
was not the slightest doubt in Jefferson’s 
mind that the establishment of the king’s 
superior domain violated one of the most 
sacred tenets of the old Anglo-Saxon law. 

But the wily jurists of the Norman 
court, Jefferson explained, soon contrived 
to make the English people forget their 
proud heritage. The acquisition and 
transfer of land was made contingent on 
fealty and homage, and on this basis the 
king’s overlordship became generally 
accepted. New statutes and codifica- 
tions inserted into the old common law 
rules the wholly foreign idea that all 
rights to land, and interests in it, origi- 
nated in the king. This falsification of 
the common law, Jefferson maintained, 
sounded the death-knell for the ancient 
right of every Englishman to hold land 
in direct and absolute domain. 


To the believer in the original rights of 
men, the historical development of the 
English land laws proved but this one 
point; tenure never had any place in the 
basic laws of the English people. The 
superior claim of the king to land was a 
feudal concept which applied only to 
land forfeited to the conqueror-king, but 
never to the landed properties of all his 
subjects. ‘“The Saxon laws of possession,” 
concluded Jefferson, ‘“‘still form the basis, 
or groundwork of the Common Law,” 
and these ancient laws never ceased to 
prevail, ‘“‘wheresoever the exceptions” to 
these laws, that is, the granting of for- 
feited lands, “have not taken place.” *? 


22 “Summary View,” Writings, ed. Ford, I., pp. 443-444. 
Italics and bracketed words supplied. The two crucial 
sentences in Jefferson’s involved common-law argument 
read: “Feudal holdings were but the exceptions out of the 
Saxon laws of possession, under which all lands were held in 


absolute right. These, therefore still form the basis, or 
groundwork, of the common law wheresoever the exceptions 
(Footnote 22 continuea on page 116) 
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Obviously, the land grants to colonial 
companies, proprietors, and settlers did 
did not fall within the category of genu- 
ine feuds, because the English king never 
conquered as much as one square foot of 
American soil. Possessions in America, 
are, therefore, “of the allodial nature,” 
Jefferson said, and the American colonists 
hold their lands in the same manner as 
did their Anglo-Saxon forefathers before 
the Conquest, that is, “in absolute do- 
main, disencumbered with any superior.” 

Of course, the American settlers of the 
seventeenth and eighteenth centuries 
were as little aware of their ancient 
rights as were their English brothers. 
Said Jefferson: 

‘Our ancestors were laborers, not lawyers. 
The fictitious principle that all lands belong 
originally to the king they were early per- 
suaded to believe real, and accordingly took 
grants of their own lands from the Crown. 
For a long time this contradiction in the 
nature of colonial landholding went un- 
noticed, mainly because land was granted 
for small sums and on reasonable terms, 
But a recent change in this respect makes it 
imperative for us to lay this matter before his 
Majesty, and to declare that he has no right 
to grant lands of himself.’’?5 


This pronouncement struck at the root of 
the colonial tenure system, and opened 
the way for the restoration of full prop- 
erty rights to the American farmer. 
Almost two decades, however, had 
to pass by before this final goal was 
achieved. True enough, the English king 
lost his supreme domain over colonial 
lands when the colonies absolved their 


(Footnote 22 continued from page 115) 
have not taken place.” Ford’s editions omitted ‘‘not,” 
thereby distorting Jefferson’s meaning. For the correct 
version, see Facsimile Print of the “Summary View,” ed. Th. 
P. Abernethy (New York: Scholars’ Facsimiles & Reprints, 
1943), p. 20; The Complete Jefferson, ed. by S. K. Padover, 
(New York: Harcourt, Brace & Co., 1943), p. 17. 

23 “Summary View,” Writings, ed. Ford, I., p. 444. 

24 The Statutes at Large, ed. W. W. Hening, Vol. I, 363-64; 
Vol. II, 43; Vol. XIII, 23, 259. (Richmond: Printed for 
the Editor, 1810-1823); see also: P. S. Reinsch, English 
‘Common Law in the Early American Colonies. Select Essays on 
English-American History, ed. by a Committee of the 
Association of American Law Schools (Boston: Little, Brown 
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allegiance to the English Crown. But 
the common law continued to hold sway 
in the new and independent states of 
America; property rights, therefore, were 
still treated under the assumption of the 
tenure principle. Moreover, there was 
little chance that the several states would 
repeal the English law codes in foto. 
Virginia in particular, to whom most 
states looked for guidance in_ these 
matters, seemed in no mood to change 
its earlier, and formal decision as to the 
validity of the common law in its terri- 
tory.?4 

Thomas Jefferson, however, could not 
rest content until the fiction of tenure 
was totally destroyed. After his return 
from Philadelphia in 1776 he devoted 
two years of incessant labor to the revision 
of the Common Law Code of Virginia.** 
Among his most celebrated achievements 
were the abolition of entail, and the re- 
framing of the laws of descent which 
eliminated primogeniture. These eradi- 
cations of feudal impurities from the 
common law put indeed an end to the 
“separation of property from the per- 
petual use of land,” and went far to- 
wards re-establishing the old Saxon 
system of “allodial” property rights 
which Jefferson praised as “‘the wisest and 
most perfect yet devised by the wit of 
man.’’?6 

B. John Adams. John Adams shared 
Jefferson’s enthusiasm for the Anglo- 
Saxon laws, and condemned the evils of 
feudalism just as vigorously. In contrast 
& Co., 1907), Vol. I., 367-416, esp. p. 405 f.: R. B. Morris, 
Studies in the History of Amderican Law, (New York: Columbia 
University Press, 1930), esp. pp. 69-126: Ch. M. Wiltse, 
The Jeffersonian Tradition in American Democracy, (Chapel Hill: 
University of North Carolina Press, 1935), p. 57, with special 
reference to the “Summary View.” 

25 “Autobiography,” Writings, ed. Ford, I., 57-62, with 
this opening remark: ‘‘When I left Congress, it was in the 
persuasion that our whole code must be reviewed. 
Early therefore in the session (of the Virginia Assembly) 
of 76, to which I returned, I moved and presented a bill 
for the revision of the laws.” 


26 Letter to Edmund Pendleton, August 13, 1776. 
ings, ed. Ford, II, p. 79-80. 
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to the Virginian, however, Adams gave 
full credit to the beneficial changes which 
the ascendency of Parliament over tyran- 
nical kings had wrought in the land laws 
of England. The New Englander thus 
concurred in the views of Blackstone, 
Dalrymple, Lord Kames and others, that 
England now enjoyed a happy balance 
between liberty and prerogative; and 
that her tenure system had become that 
of a free people who were no longer 
subject to base services and loathsome 
restrictions in the use and disposal of 
their properties. ?7 

When, therefore, Governor Hutchin- 
son reminded the Massachusetts As- 
sembly that all colonial lands were held 
in grant from the king, Adams asked 
mockingly whether His Excellency really 
intended “‘to introduce the feudal system 
in its perfection” into the colonies. The 
enlightened official of the Crown must 
know, he said, that ‘“‘by the great struggle 
for liberty, . . . from the days of King 
John, to the last happy revolution, the 
[English] constitution has been changing 
for the better; and upon the more rational 
principles, that all men, by nature, are in 
a state of equality in respect to juris- 
diction and dominion, power in England 
has been more equally divided.”?* 


27 See especially Blackstone’s last chapter of the Commen- 
taries, op. cit. Vol. IV, p. 419 ff. Also James Otis’ earlier 
statement: “Subjects they [the colonists] are; their lands 
they hold of the crown, by common socage, the freest 
feudal tenure, by which any hold their land in England, or 
anvwhere else.” James Otis, “The Rights of the British 
Colonies Asserted and Proved,” [1764], Some Political Writings 
of James Otis, ed. C. F. Mullett (The University of Missouri 
Studies), Vol. IV. No. 3. July 1929, p. 81-82. 

?8 The House of Representatives of Massachusetts to the 
Governor, March 2, 1773. The Writings of Samuel Adams, 
Vol. II, 432-33; John Adams, “‘A Dissertation on the Canon 
and Feudal Law,”? Works, III., 450-51, 454-55. The follow- 
ing comparison between respective passages in the earlier 
“Dissertation,” and the later “Reply,” seems to remove any 
doubt as to John Adams’ authorship of the “Reply,” and 
the sources used for both. (1) In the “Dissertation,” John 
Adams, Works, III., p. 450, appeared this cryptic footnote: 
“Rob. Hist. Ch. V, pp. 178-9, etc:,” which referred to an 
Appendix in William Robertson’s History of Charles V; that 
appendix was itself an annotation to the following sentence 
in Robertson’s book (p. 12 of the early editions): “But 
though the feudal policy seems to be admirably calculated 
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The same principles also govern the 
set-up and the laws of the Colonies, 
Adams insisted. He could not admit, of 
course, that the English Parliament and 
the English Laws could uphold these 
principles anywhere else except in Eng- 
land, but neither was there any need for 
Parliament to concern itself with the 
“English” rights of the settlers. Having 
left England because they hated tyranny 
even more than their brothers, the col- 
onists did not want to lose the fruits 
already secured in the fight against 
tyranny. For this reason they ‘wisely 
took care to enter inte compact” with the 
king by accepting their charters as co- 
equal partners. In express terms, these 
charters stipulated that “power here 
should also be equally divided, agreeable 
to the original fundamental principles of 
the English constitution, declared in 
Magna Charta, and other laws and 
statutes of England, made to confirm 
them.”?9 

The instrument of compact, so vital 
for establishing the political rights of the 
colonists, likewise moulded the special 
pattern of colonial landholding. In 
America, John Adams maintained, ten- 


against the assaults of any foreign power, its provisions for 
the interior order and tranquility of society were extremely 
defective.” In the “Reply,” we read: “ ... the feudal 
system . . ., to use the words of one of our greatest historians, 
was . . . ‘calculated solely for the defense against the as- 
saults of any foreign power; but in its provisions for the 
interior order and tranquility of society, extremely defec- 
tive? ... ” (The Writings of Samuel Adams, Vol. 11), p.432. 
(2) In the “Dissertation,” (Works), pp. 454-55, Adams wrote: 
“Lord Kames, a Scottish writer of great reputation . . . 
speaking of feudal laws, says, “‘A constitution so contradictory 
to all principles which govern mankind can never be brought 
about, . . . but by foreign conquest or native usurpations.” 
Rosseau, speaking of the same system, calls it ‘that most 
iniquitous and absurd form of government by which human 
nature was so shamefully degraded.’ . . .” In the “Reply,” 
we read: “A constitution so contradictory to all the princi- 
ples which govern mankind, could never be brought about 
but by foreign conquest or native usurpation. And a very 
celebrated writer calls it ‘that most iniquitous and absurd 
form of government by which human nature was so shame- 
fully degraded’ .. .” (The Writings of Samuel Adams), Vol. 
II, 433. 

29 “Dissertation,” Works, III, p. 451; The House of Repre- 
sentatives of Massachusetts to the Governor, The Writings of 
Samuel Adams, Vol. II, p. 435. 
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ure was re-established by new and 
separate contracts between the self- 
governing settlers (who could have held 
their lands allodially “if they would’’) 
and their Sovereign, and not on the basis 
of transplanted laws, or English prece- 
dents pertaining to the king’s rights there. 
In other words, tenure in the colonies had 
just as little, and just as much, in com- 
mon with tenure in England as tenure 
there had in common with tenure in 
Scotland or Ireland; in all these cases the 
king was indeed the overlord, but in 
each case his position was defined by 
separate laws or distinct contractual 
stipulations. The king simply happened 
to unite capacities of different character 
and definitions in his one natural person. 

It was from these premises that Adams 
re-interpreted the famous clause in Co- 
lonial charters that “‘land [in the colonies] 
was to be held in socage, like the manor 
of East Greenwich.” Did this not imply, 
asked Adams, that English laws also 
ruled in the Colonies, East Greenwich 
being a Royal manor in Kent? “But 
this was compact,”’ he exclaimed, having 
in mind any Colonial charter or patent 
containing the socage clause. Colonial 
lands, we have to interpret Adams’ out- 
cry, were not held under, but only “like” 
the manor of Greenwich. The tenure of 
this Royal Demesne was referred to in 
the charters as an illustration of contract- 
ual stipulations with the person of the 
king and not as an assertion of the king’s 
right under English laws which could not, 
and did not apply to the Colonies. 
Adams clinched his argument by saying 
that “it might have been as well to hold 
{in the colonies], as they held in Glasgow 
or Dublin,” meaning that the bearer of 
three Crowns could have chosen any one 
of ‘‘his” tenures as an example for the 
~ 30 “Novanglus,” John Adams, Works, IV., 126-27, 176-77. 
John Adams’ interpretation of the socage clause is now 


supported by the best authorities in the field. See especially, 
Charles M. Andrews, The Colonial Period of American History. 
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character and the incidents of colonial 
landholding. 

These distinctions, so hard for the 
modern mind to grasp, led Adams to 
assert again the basically personal nature 
of all tenure: “lands here, or in Eng- 
land,” he said, “are held of the royal 
person, the natural person of the king. 
Holding lands, etc., of the crown... 
can have ne other sensible meaning than 
this, that we hold lands of that person, 
whoever he is, who wears the crown.” 
But holding of the same person might 
mean very different things according to 
whether grants were in the nature of 
contracts, or merely betokened, over the 
king’s signature, a general principle of 
the laws, as in England.*° 


V. Summary and Outlook 


The political situation on the eve of the 
American Revolution demanded that 
specific issues, such as the legislative 
power of Parliament and the King’s 


superior domain over colonial lands, were 
singled out for immediate refutation. 
John Adams and Thomas Jefferson solved 
the latter task by probing into the histori- 
cal origin of the Colonies and _ their 
system of landholding by grants. Adams 
insisted that tenure in the Colonies was 
established by virtue of contracts between 
independent agents. Jefferson found that 
tenure was a feudal concept alien to the 
Anglo-Saxon spirit of the Common Law. 
Both men believed that free Englishmen, 
on both sides of the Ocean, were endowed 
with the right to possess land in direct and 
absolute domain. Adams, however, 
would tolerate the claim of the English 
crown as a corollary of the colonists’ 
personal loyalty to the king, while 
Jefferson denied that the king ever 


Vol. I, p. 87-89, esp. footnote. (New Haven: Yale Uni- 
versity Press, 1935), and Viola F. Barnes, Land Tenure in 
English Colonial Charters of the Seventeenth Century, in Essays in 
Colonial History, presented to C. M. Andrews (New Haven: 
Yale University Press, 1931). 
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possessed the right to grant land in the 
colonies. 

The arguments of Adams and Jefferson 
stemmed from literary sources which 
viewed the history of English and colonial 
institutions in the light of the political 
philosophy of the seventeenth and eight- 
eenth centuries. For this reason, and 
because of the immediate political pur- 
poses of their inquiry, neither man felt 
the need for developing a full-fledged 
theory of the rights of man to property, 
and the functions of society with respect 
to these rights. After independence, 
however, it became imperative that 
general and universal principles were de- 
veloped which would govern the future 
land policy of the United States with 
respect to both private and public lands. 
It was then that the property issue 
entered into its second stage of theoretical 
discussion, more important than the 
first, because political decisions of great 
importance depended on its outcome. 
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In a measure, Thomas Jefferson antici- 
pated one of the central issues of that 
discussion even while he wrote his 
“Summary View.” Immediately after 
his final refutation of the king’s right to 
grant land in the colonies, Jefferson set 
forth the basic principles which govern 
the disposal of land in the good society in 
these sweeping terms: 


‘From the nature and purpose of civil institu- 
tions, all the lands within the limits, which 
any particular society has circumscribed 
around itself, are assumed by this society, and 
subject to their allotment only. This may 
be done by themselves, assembled collectively, 
or by their legislature, to whom they may 
have delegated sovereign authority; and if 
they [the lands] are alloted in neither of these 
ways, each individual of the society may 
appropriate such lands as he finds vacant, and 
occupancy will give him title.’’*! 

81“Summary View,” Writings, ed. Ford, L., 444-445. 
Ford transcribed ‘‘. . . alloted in either of these ways .. .” 
where the original had “neither.” See, Facsimile Print of 
the “Summary View,” ed. Th. P; Abernethy. Op. cit., p. 21. 
See also the comment on this paragraph in G. Chinard, 
Thomas Jefferson, Apostle of America, Second Edition (Boston: 
Little, Brown & Co., 1939), p. 52. 





The Property Tax in Canada and the United States 
II.—Administration and Supplementationt 


By HAROLD M. GROVES* 


N the United States and Canada the 

property tax is well established both 
as the major source of local revenue and 
as a major source of criticism. Some of 
the criticisms are associated with the 
base of the tax—considered in a previous 
article. Some are associated with ad- 
ministration, which will be discussed 
here. Still others suggest supplementa- 
tion, some aspects of which will be treated 
also in this article. 


Units of Government 


Property tax administration in Canada 
and the United States is to some extent 
conditioned by the patterns of govern- 
mental machinery prevailing in the 
two countries concerning which the 
following generalizations may be of- 
fered: (1) Canadian local units are 
fewer than ours; (2) intermediary units 
(between province and smallest general- 
purpose unit) are less frequent; and (3) 
governmental structure is less rigid and 
is to a much greater degree in present 
process of reorganization. The fact that 
Canadian population is generally much 
less dense than that of the United States 
does of course have a bearing on the 
comparison. 


West of Ontario, Canadian local gov- 
einmental structure is relatively simple. 
There are no countries or intermediate 
general units of any kind. There are 
cities, towns,! villages and rural munici- 
palities, and of course school districts. 
In addition some provinces have much 


t This is the second of a series of two articles based on 
documents and other information gathered by the author 
during a recent trip across Canada. The first article in the 
series appeared in the February 1948 issue of this journal. 


* Department of Economics, University of Wisconsin. 


“unorganized territory’ governed di- 
rectly by the state. 

While the rural municipalities of the 
western provinces differ substantially as 
to size, they are in respect to area more 
on the order of our counties than our 
townships. Thus in Manitoba and Sas- 
katchewan they include typically eight or 
nine townships and in Alberta, where a 
reorganization has occurred recently, 
they cover from 18 to 63 townships. 


The pattern of government in Ontario 
most closely resembles that of the middle 
western States. Intermediate govern- 
ments (counties) cover the southern and 
older section of the Province. However, 
all of the cities, and some of the towns 
are independent of the county (as in 
Virginia). The rural area is organized 
in townships. The Northern and thinly 
settled area is much less intensely organ- 
ized. It is divided into large districts 
that have significance only as geographic 
divisions; within these districts are some 
urban municipalities and townships 
and considerable unorganized territory. 
Quebec also has counties though they 
are not very important functionally. 
New Brunswick’s system is not very 
different from that of Ontario except that 
rural municipalities are called parishes 
and all of the cities and towns (with the 
special exception of Fredricton) are a 
part of counties. However, functionally 
there is the important difference that the 
parishes are governed directly by the 
county council and do not have councils 
of their own as do the townships of 


1A Canadian “town” is universally a small city inter- 
mediate in size between a village and a large urban center. 
In the United States the term is often used to describe a rural 
municipality or one that is mixed rural and urban. 
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Ontario. In Nova Scotia the rural 
municipality is a mixed species including 
the villages and sharing costs as to some 
services with the cities and towns. 
Counties exist only as geographical units. 
Prince Edward Island has the usual 
cities, towns and school districts but no 
counties and no rural municipalities. 
The rural part of the island is governed 
directly by the Province. 

School organization in Ontario, Prince 
Edward Island and Manitoba is mainly 
like that in most northern states, organ- 
ized in urban territory about the city or 
village and, in 1 ural territory, comprising 
the area contributory to a single school. 
In the western Provinces, other than 
Manitoba, much larger districts have 
been organized. Alberta includes as 
many as sixty previous units in its re- 
organized districts and Saskatchewan has 
enlarged from as little as twenty to as 
much as a thousand square miles. It is 
important to note that these districts 
seldom coincide with municipal boun- 
daries. The rule throughout Canada is 
that school units have independent 
powers as to their tax levy. The school 
district and provincial aid programs of 
Canada are in a state of flux; Nova 
Scotia and Manitoba are in the process 
of reorganizing and enlarging school 
districts and everywhere the microscopic 
units are under fire. 

It is a well-known fact that Quebec 
offers many unique features in its local 
governmental pattern. In this largely 
French-Canadian Province, tax-sup- 
ported schools are at the same time both 
parochial and public. They are organized 
according to the religious practice of the 
taxpayer—i.e., Catholic or dissenting— 
and taxes are levied on each group inde- 
pendently to pay for its school. Corpora- 
tion taxes (and school aids) are appor- 
tioned on a per capita basis. (Perhaps 
this is another illustration of the alleged 
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fact that a corporation can have no soul). 
Parochial schools are also allowed sepa- 
rate taxation “privileges” in Ontario, 
Alberta, and Saskatchewan. 

Quebec also has special-purpose units 
known as parishes concerned with the 
financing of churches and related insti- 
tutions such as cemeteries. Like the 
schools they usually consist of territory 
tributory to a particular church. The 
parish can levy taxes on. (Catholic) 
parishioners for the support of the 
church.? In the United States we have 
the legal doctrine that taxation for a 
non-public purpose is illegal. What 
constitutes public purpose, however, is 
mainly a matter of time, place, and cir- 
cumstance. In communities where all or 
nearly all of the population see alike on 
religious matters it no doubt seems as 
appropriate to pay the minister with tax 
money as to pay the teacher with public 
funds. 


The Department of Municipal Affairs 


Throughout the Canadian provinces 
(except Prince Edward Island) there ex- 
ists an institution performing a variety of 
useful and important functions, namely 
the Department of Municipal Affairs. 
Typically it supervises local accounting 
and reporting, approves local indebted- 
ness (though this is sometimes reserved 
for direct action by the provincial legis- 
lature); exercises the property tax func- 
tions of our state tax commissions (though 
not very adequately) and maintains con- 
trol (sometimes with mandatory power) 
of municipal boundaries. A comparable 
institution in the United States entrusted 
with many of these same functions is the 
Local Government Commission of North 
Carolina. 

It has long been recognized that 
municipal autonomy as to boundaries 


2 Emile Morin, La Municipalite, La Municipalite Scolaire, La 
Paroisse Religieuse et Civile, La Comte, (Quebec: Universite 
Laval) pp. 44-52. 
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works very badly. Many a metropolitan 
area finds itself chopped up into a half 
dozen arbitrarily bounded units that 
render effective regional planning im- 
possible. All efforts “‘to do something 
about” the situation are stymied by 
inertia and vested interests. It is high 
time for some creative innovation in 
this area and the States might copy a 
leaf from Canadian experience here. 
Worthy of emulation also is the Canadian 
view that municipal boundary lines 
should yield to changing conditions. 
The Alberta reorganization plan was 
devised by the Department of Municipal 
Affairs and pushed through the provincial 
legislature with substantial opposition. 
Once adopted, however, it has developed 
general approval. Probably the best 


rule would give local sentiment an ade- 
quate hearing and would overrule it 
rarely. But mandatory power in a state 
body other than the legislature could 


prove extremely valuable. 

A strong case too can be made for the 
proposition that school district boundary 
lines, so far as possible, should be made 
coterminous with those of some general 
governmental unit. The school budget 
can then be made a part of a general 
budget and be subjected to the direct 
competition of other governmental ex- 
penditures. As to this, both Canada and 
the United States could learn from Great 
Britain. 


Property Tax Administration 


Local assessment in Canada as in the 
United States is typically in the hands 
of local assessors representing the ele- 


3For evidence concerning the United States consult 
Joseph D. Silverherz, The Assessment of Real Property in the 
United States, Special Report of the State Tax Commission, 
New York, No. 10, Albany, 1936; Harold M. Groves and 
A. Bristol Goodman, “‘A Pattern of Successful Property Tax 
Administration: The Wisconsin Experience,” Journal of 
Land & Public Utility Economics, May, August, November, 
1943. Probably the worst Canadian practice is that in 
Prince Edward Island where the Province and school districts 
collect a property tax on rural real estate, relying for assess- 
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mentary units of general government, 
notably towns, villages, cities and rural 
municipalities. But the local assessor’s 
office in Canada customarily is filled 
by appointment rather than by elec- 
tion and the incumbent presumably 
continues during good behavior. Ex- 
cept in the sizable urban centers, ap- 
pointment in the United States is the 
exception. The difference is due proba- 
bly to the British tradition—anyway, it 
affords a substantial advantage. It is a 
well-recognized rule of government that 
positions requiring technical skill should 
not be filled by popular vote. In addi- 
tion, the assessor who does his work fear- 
lessly is likely to tread on the toes of in- 
fluential people and he should be shielded 
against ‘“‘standing for election” after each 
roll is completed. In some states the 
strong propensity for direct popular gov- 
ernment leads to the choice of even 
surveyors by popular acclaim. Of course 
no one could argue that it matters at all 
whether a surveyor is a Socialist or a 
Republican—all that matters is that he 
be able to survey. 

Despite this very real advantage, most 
Canadians would be the first to concede 
that their local assessments are no occa- 
sion for boasting. Wide inequalities 
often prevail both between districts and 
within them. It would certainly be 
dangerous to conclude, however, that the 
Canadian product at large is worse or 
even as bad as that in the United States.’ 

Improvement in assessment in Canada 
is being sought in two directions. In 
Saskatchewan the trend is toward a 


ment almost entirely on a provincial valuation made in 1920. 
The system has been described as follows: “Except for a 
few adjustments made following a change of ownership of a 
particular parcel of land, the assessment rolls remain sub- 
stantially the same as they always were. The valuations 
appearing on this year’s rolls are in almost all cases the same 
valuations which appeared on last year’s rolls. In short, the 
assessments have secured the blessing of antiquity. No ex- 
tensive changes are deemed advisable or necessary less some 
undesirable local feeling be aroused.” J. E. Lattimer, 
Taxation in Prince Edward Island (Charlottetown, 1945), p. 27. 
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state assessment and a staff for this pur- 
pose has been recruited and has done 
considerable work. Local governments 
are obliged to accept the product. Thus 
far the central assessors have worked 
mainly outside of cities. The trend here 
represents a degree of centralization that 
would hardly be acceptable in most 
American states. The other direction of 
improvement is in the inauguration of 
more and better supervision and equaliz- 
ation techniques. 

Equalization and supervision have 
made slow progress in Canada partly 
because of greater separation of sources 
of state and local revenue than prevails in 
in the States. This cause of neglect is re- 
inforced in some Provinces by the ab- 
sence of intermediary governments. 


With the state relying mainly or ex- 
clusively on sources other than the 
property tax‘ and with few intermediary 
governments to complicate the picture, 


it seemed that municipalities could be 
allowed to go their own way in property 
tax administration. This weakening of 
state concern is now widely recognized 
as one of the unfortunate and unnecessary 
consequences of separation of sources. 
And the absence of intermediary govern- 
ments does not mean that equalization 
looses all usefulness. ‘The lack of corres- 
pondence between school and general 
municipal units makes some equalization 
imperative. Moreover, the large and 
growing volume of school aids, distri- 
buted by equalization formulae, pre- 
supposes precise data concerning local 
property tax resources. 

Equalization in Canada, as previously 
noted, is complicated by local option 
concerning the property tax base. Pre- 
sumably local differences in derating im- 
provements ought to be disregarded in 

‘It is true that several Provinces have intermittently and 
to some degree made over-all levies on property for provin- 


cial purposes but the practice was never as prevalent as in 
the states and has currently all but disappeared. 
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the equalization process. Actually this is 
not always done and local diversities 
create a complication at best. 

It is in Ontario with its elaborate 
structure of intermediary governments 
that equalization and supervision have 
received most attention. However, equal- 
ization is largely a county function. The 
county board may appoint a county 
assessor to Ove1see assessment practices 
and develop data for dividing the county 
tax fairly among the districts. The data 
are to include the result of inspecting 
from 5 to 8 percent of local parcels. 
New Brunswick and Quebec provide a 
considerable program of education for 
assessors. State Assessment Commissions, 
within Departments of Municipal Affairs, 
have general supervision of assessment 
practices and in several Provinces make 
equalizations based on population, area 
and business transacted. 

Thus the field of equalization and 
supervision is not highly developed in 
Canada and it may be listed as one phase 
of taxation concerning which we have 
little to learn from our neighbor. It 
could learn considerable from the best 
practice of American states. Space does 
not permit an account of the develop- 
ment and refinement of the techniques 
and practices in this area. Suffice it to 
say that they have amply justified their 
cost and have demonstrated that a 
tolerably good assessment of property can 
be had without a complete centralization 
of property tax administration. ® 

In one other respect state tax depart- 
ments have provided a useful service that 
has little counterpart in Canada. This 
is the central assessment of public utility 
property and the integration of utility 
taxes with the general property tax for 
local purposes. Utilities in Canada are 
more often publicly owned than in the 


+ Revised Statutes of Ontario, 1937, Chap. 272, sec. 89; 
Statutes, 1944, Chap. 7, sec. 9. 
6 Groves and Goodman, op. cit. 
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United States. And in addition rail- 
road taxation is complicated by con- 
tracts under which some _ provinces 
agreed to refrain from taxing part or all 
of private lines. Railroads and other 
utilities when taxed may be required to 
make an in lieu payment based on gross 
income, or they may be assessed by some 
rule of thumb such as so much per mile 
of track or line; or they may be assessed 
by local assessors along with other prop- 
erty. Commenting on this situation in 
Saskatchewan in 1935 a tax study com- 
mission observed: 


“It is recommended that the Saskatchewan 
Assessment Commission assess the properties, 
plants, machinery, equipment and franchises of 
all electrical, power, gas, pipe line and other 
utilities, and certify these values back to the 
local authorities for purposes of taxation. 
Under the existing system, the assessment is 
left to local assessors who perforce are un- 
familiar with utility valuations. The Sas- 
katchewan Assessment Commission should 
employ competent experts for the purpose of 
making more uniform and equitable the 
assessment of this type of property. The 
Commission does not recommend the local 
taxation of private utility companies upon a 
flat rate on their gross revenues. This is too 
inflexible a method. Utility properties should 
be assessed and taxed as other property so 
that their burden varies the same as that of 
other property owners. Centralized assess- 
ment will assure uniformity and protect the 
interests of both utilities and municipalities.”’” 


This appears to the author to be emi- 
nently sound advice and it could be 
addressed to other provinces as well as 
to Saskatchewan. 


Tax Delinquency Procedure 


In general tax delinquency procedure 
in Canada is simpler and shorter than 


7 Report of the Commission of Inquiry into Provincial and Munici™ 
pal Taxation (Neil Jacoby, Chairman) Regina, 1936 pp. 183- 
84 


* Province of British Columbia, Municipal Act, 1945, 
secs, 254-294, 

* This has definitely broken down in practice; buyers, 
usually by collusion, insist on a lien against all the property, 


10 This is tax title by administrative process; an alternative 


that in most American states. In British 
Columbia for instance when real prop- 
erty ‘‘goes delinquent” the property itself 
is sold almost immediately to the highest 
bidder above an upset price established 
by the municipality. The old owner js 
then given one year to redeem, paying 
tax, interest, and penalty. Failing this, 
the purchaser is given an indefeasible title 
and any claim of the previous owner 
must take the form of a suit for damages. 
The redemption period may be extended 
by the municipality for one year. Sur- 
plus realized from sale is returned to the 
original owner. ® 

This procedure to say the least is a 
vast improvement upon the cumbersome, 
uncertain and slow-moving process fol- 
lowed in most American states. In 
Wisconsin, for instance, a tax sale in- 
volves disposition of an equity only, and 
competition is supposed to take the form 
of bidding for liens on greater or lesser 
proportions of the property being sold.° 
Thus no surplus is available for return to 
the delinquent. The owner is given a 
three-year period of grace for redemp- 
tion. After the exemption period has ex- 
pired and after elaborate notice to the 
original owner and other interested 
parties (such as the mortgagee) the 
county clerk may issue tax title to the 
owner of tax certificates.'° The in- 
security of tax titles by this administra- 
tive process is notorious and adversely 
affects the usefulness of the property to its 
new owner. The need for revising de- 
linquency procedure has long been recog- 
nized but what has sometimes been 


is foreclosure in court (following much the same procedure 
as is followed in the foreclosure of a mortgage). The latter 
procedure gives a secure title but is too expensive to be 
widely used. In 1947, a Wisconsin law (Chapter 340) was 
passed designed to make so-called “in rem” procedure 
practical for county-held lands. If this act is sustained it 
should provide considerable improvement in the Wisconsin 
statutes as similar acts have done in Missouri and New York 
(See C. Stanley Perry, “Revision of Delinquent Real Es- 
tate Tax Enforcement in Wisconsin,” Marquette Law Review, 
I, 1945). 
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described as “‘government of the lawyers, 
by the lawyers, and for the lawyers” 
yields to reform slowly if at all. A 
Wisconsin Act of 1947, if sustained, will 
make it possible for counties to obtain 
secure title to tax-delinquent real estate 
by a fairly simple “in rem” procedure 
after three years of delinquency. 


Supplementation of the Property Tax: 
Public Enterprise 


In the first article of this series some 
attention was given to the ways in which 
the Canadians supplement the property 
tax, notably through an “‘in lieu”’ business 
tax levied upon occupants and, until 
recently, through inclusion of income 
along with property in the local tax base. 
In this article further attention to this 
phase of the property tax pioblem will be 
confined to supplementation through the 
municipal ownership of public utilities 
and the effects on municipal revenues of 
recent developments in Dominion-Pro 
vincial relations. 

As to public ownership one is impressed 
by the degree to which both Provinees 
and municipalities have developed public 
enterprise in the utility field. It has been 
said that state enterprise has flourished 
and expanded under all parties “but 
only when private initiative failed to 
solve general needs.”!! As the quotation 
suggests, the service rather than the 
profit motive often features public owner- 
ship experiments. Nevertheless, it not 
infrequently happens that a municipality 
can and does rely on its utility for sub- 
stantial financial support. Thus in 1946 
Regina reported a surplus for its electric 
light and power department of some 
$930,000 and a total for this, plus its 
water and street railway utility, of ap- 


1! Alexander Brady, Democracy in the Dominions (Toronto: 
University of Toronto Press, 1947), p. 13. 


'* City of Regina, Financial Statement, 1946, pp. 34-36. 
Unfortunately, the public-ownership issue in both 
countries is obscured by the avoidance of federal taxes. It 


proximately $1,130,000, more than half 
as much as the total general property 
tax.!* 

It is generally conceded that, given 
high civic levels, respectable standards of 
administration and a commendable re- 
gard for integrity in public office, munici- 
pal enterprise can be made to yield a 
substantial dividend to the public treas- 
ury. Such contribution may be criticized 
on the ground that service should be at 
cost and that profit on public business is 
a sales tax in disguise. But profit on 
public enterprise may also be the legiti- 
mate reward of successful venture and 
management. This latter view is particu- 
larly plausible where rates remain com- 
parable with those charged by private 
companies under similar circumstances. 
The specifications listed above for success- 
ful operation of public enterprise are the 
rule rather than the exception in Canada 
and they afford a financial resource of 
considerable magnitude. Of course, 
many examples could be cited of cities in 
the United States where public enterprise 
has fared equally well. But the number 
is not so great relatively as in Canada." 


Supplementation: Intergovernmental 
Fiscal Relations 


Affecting governmental finance at all 
levels, and by long odds the most signifi- 
cant recent fiscal development in Canada 
is the “leasing” of progressive revenue 
sources by the Provinces to the Dominion. 
The nature of the recent agreements and 
the events that lead up to them can not 
here be described in detail but they can 
be briefly outlined. 

The Canadian constitution, the British 
North American Act of 1867, gives the 
Dominion the power to levy both direct 
and indirect taxes while the Provinces 


is interesting to observe in this regard that the recent Domin- 
ion-Provincial agreements (about which more presently) 
specify that new acquisitions during the agreements shall in 
effect continue to pay federal taxes as of the date acquired. 
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‘ 


are confined to direct levies. But time 
has a way of making mincemeat of con- 
stitutions, including the intentions of the 
Fathers. For behold by agreement the 
Provinces are now contracting themselves 
out of much of the field of direct taxation 
and some of them, entering by a back 
gate, are well into the field of indirect tax- 
ation. Their retail sales taxes, cigarette 
and other excises are set up formally as 
“direct” taxes on the consumer (collected 
at the source) and are constitutionally 
acceptable as such. Verily, it is a poor 
lawyer who cannot find a way around a 
constitutional intent! 

The depression of the thirties was 
particularly severe in Canada. It re- 
sulted in an overwhelming demand and 
need for relief and these were quite 
uneven throughout the country. Prov- 
inces sought to and did increase direct 
taxes but they were obstructed by the 
fact that the Dominion was entrenched 
* in some of the inviting fields. Moreover, 
the Dominion had never allowed the 
deductibility of provincial taxes for the 
calculation of its own. In this situation 
the Dominion granted extensive aid to 
the Provinces through both loans and 
grants. 

A Royal Commission on Dominion- 
Provincial Relations rendered a dis- 
tinguished and epic-making report in 
1940.'4 It called for exclusive use of the 
personal income tax, corporate business, 
and death duties by the Dominion, an 
extension of welfare and security pro- 
grams by the Dominion, and the distri- 
bution of an equalization grant by the 
central goveinment that would enable all 
provinces to maintain a mi. mum stand- 
ard of government with approximately 
equal burdens. Assumption of provincial 


14 Report of the Royal Commission on Dominion-Provincial Rela- 
tions, (Ottawa: 1940). 

16 Prince Edward Island gets a flat guarantee; other 
provinces have options one of which is $12.75 on 1942 popu- 
lation, plus 50 per cent of provincial income and corpora- 
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and some municipal debt by the Do- 
minion was also recommended. 

The Report was followed by a Domin- 
ion-Provincial conterence that failed to 
reach an agreement. Notwithstanding 
this failure, confronted by the pressures 
of World War II, the Dominion suc- 
ceeded in arranging with all Provinces 
temporary agreements granting to the 
former the exclusive right to levy income 
and corporation taxes during the war 
period. ‘The Provinces accepted pay- 
ments equal to 1940 income tax collec- 
tions or an agreed assumption of debt 
service costs. 

At the close of the War another con- 
ference was held and again agreement 
was not forthcoming. Ontario and 
Quebec—the so-called “have” provinces 
—protested that they were being asked to 
“sell their birthright for a mess of 
pottage.” They argued for a more com- 
plete separation of sources with the 
Dominion surrendering a considerable 
number of levies (including the death 
tax) to the Provinces. Again the Do- 
minion sought to arrange agreements 
with the Provinces individually and this 
time it succeeded with all its constituents 
except Oniario and Quebec. 

The agreements in effect ‘‘lease’’ for 
five years all corporate income and 
corporate business taxes, personal in- 
come taxes, and death taxes to the central 
government in return for specified finan- 
cial allowances based largely on popula- 
tion or population and prewar income tax 
receipts. '* Payments were to be adjustable 
above a minimum in accordance with 
changes in population and national in- 
come. The agreements specify by chapter 
and section the provincial (and munici- 
pal) statutes that are banned: provision is 


tion tax revenue for the year ending nearest to December 31, 
1940 plus statutory subsidies; the other option is 15 dollars 
per capita on 1942 population plus statutory subsidies 
Both options are subject to escalator clauses regarding in- 
Ip nannlatian and eroce » ttanal product per capita 


ereas 
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made for arbitration in case of dispute. 
Limited credits are provided for taxes 
employed by Provinces not coming under 
the agreements. 

The Dominion has repealed its war- 
time tax on motor fuel. Ontario and 
Quebec have added 3 cents accordingly 
to their tax on this base’® and have re- 
imposed corporate income taxes with 
moderate rates; they have made no move 
to reestablish personal income taxes. 
However, in accordance with its wartime 
agreements the Dominion has substan- 
tially reduced its personal income tax, 
fulfilling its obligation to make room for 
provincial levies. 

The Dominion government defended 
its program on the following grounds: 
(1) the ‘“‘have-not” Provinces cannot 
maintain adequate standards on their 
own resources; (2) the tax bases proposed 
for “leasing” are really created from the 
patronage of the country as a whole and 
cannot be localized as to origin; (3) the 
Dominion, possessing monetary powers, 
is in position to stabilize provincial 
revenues;!? (4) the Dominion with full 
power over “cycle-sensitive’’ taxes can 
exercise a salutary contro] over the 
economy and to this end it can employ a 
cyclical budget and countercyclical man- 
ipulation of tax rates; and (5) elimination 
of overlapping taxation will stimulate 
business and clear the way for other 
reform designed to facilitate industrial 
progress. 

While these are impressive arguments, 
there are also important questions which 
might be raised concerning the wisdom 
of this program in general. It is argued 
that per capita and other unconditional 
grants will lead to perpetual bickering 
and do nothing to encourage under- 
privileged districts to help themselves. 

16 All provinces increased their gasoline taxes following 
the Dominion’s withdrawal from the field. Increases were 


from 3 to 2 cents, the latter being confined to Alberta, 
Saskatchewan, and Manitoba. 
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Prince Edward Island, for instance, while 
entering an eloquent plea of poverty at 
Ottawa, maintains an antiquated tax 
system and relatively light tax rate at 
home. 

However, we are here concerned with 
the effect of the new developments 
on municipal revenues. The leases leave 
nothing but regressive sources for pro- 
vincial and local governments. These 
units are left stranded with a choice be- 
tween bad and worse in their develop- 
ment of provincial and municipal tax 
systems. Future idealists and reformers 
in the provincial and municipal service 
must be told to go to Ottawa to find scope 
for their tastes and their talents. The 
proposal that the Dominion clear the 
way for provincial sales taxes is in accord 
with this pattern of development. The 
Canadian program says to municipalities 
in effect: ““We will monopolize all of the 
taxes that are worth developing; if you 
wish to expand your services you must 
either come to us or encounter the 
plausible argument that any social gain 
from expansion of government will be 
cancelled by the bad effects of bad taxes.”’ 
The author confesses some bias against 
centralized institutions; to him this looks 
like a sure way to throttle a progressive 
spirit in local government. However, it 
should be said that the proponents of the 
program in Canada have acted in good 
faith to meet an existing situation and 
insure services in the precarious Provinces 
rather than with any conscious drive to 
promote centralization. The program is 
regarded as experimental and it is felt 
that, should it result in smothering local 
initiative and independence, it can be 
repealed or revised. 

A monopoly of the field of tax reform 
is not a necessary feature of the Canadian 
tax program and the latter could be 


17 This is a matter of particular concern to the Prairie 
Provinces where a “wheat economy” produces disastrous 
fl sot income. 
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modified to allow some scope for sound 
municipal tax reform. Municipalities 
might at least be allowed some scope 
for experimentation with an integrated 
income and property base taxable at 
proportional rates within specified limits. 
It is true that Canadian experience with 
the taxation of income at the municipal 
level has not been encouraging to date. 
But the verdict of general experience in 
other countries is by no means conclu- 
sively negative. The case against con- 
fining local support for local services in 
our present age of urban living to the 
ownership of tangible property, ignoring 
entirely the enormous faculty that lies in 
the possession of remunerative jobs, i 
conclusive. The ideal local tax has yet 
to be evolved on this continent but it 
does seem a pity to foreclose the area to 
promising experiments. 


Of ccurse the leased tax program pro- 
vides the municipalities with some finan- 


cial support (at least indirectly) through 
the per-capita grant feature. Undoubt- 
edly the municipality of the future will 
have to look to central collection for 


some of its support. Particularly is this 
true where the community is relatively 
weak and where it has primary respon- 
sibility for a service (such as education) 
in which a strong central interest is mani- 
fest. But it is hoped that this program 
need not be carried to the point where 
municipalities (along with individuals) 
lose their individuality. In these days of 
superbureaucratic tendencies it is well to 
remember the sound core of our earlier 
faith in individualism: that personality 
is something more than a full stomach 
and that it is always better to help an in- 
dividual to help himself than merely to 
help an individual. 
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None of these comments are intended 
to detract from the extraordinary 
achievement made by the Canadians in 
the field of intergovernmental coopera- 
tion. In the United States an attempt to 
even call a federal-state conference would 
be a revolutionary break with tradition. 

The Canadian experiment presents in 
action the forces of centralization and 
decentralization which so confound the 
citizen in modern times. Undoubtedly 
some kind of compromise-synthesis must 
eventually be developed. One cannot 
have his cake and eat it too. He cannot, 
for instance, allow state-federal duplica- 
tion of the income tax and achieve maxi- 
mum simplicity and minimum cost of 
compliance for taxpayers. The other 
advantages of centralization are not in- 
compatible with limited duplication. 
One may conclude that the advantages 
of complete separation of sources come 
at too high a price. 

Conclusion 


It seems unnecessary to recapitulate 
the many respects in which the United 
States and Canada can learn from each 
other in seeking a solution of local rev- 
enue problems either within or beyond 
the general property tax. Consider- 
ing the proximity of the two countries, 
their (mainly) common language and 
their similar (yet different) backgrounds, 
comparative studies of their political and 
economic institutions would seem espe- 
cially promising. It is amazing that the 
two countries know so little about 
each other. It is generally agreed that 
the “‘balance of trade” in understand- 
ing favors Canada. It is hoped that 
these articles will help in some measure 
to restore the balance and enlarge the 
volume of this kind of ‘‘exchange.”’ 





Simulated Plant-Record Method of Life Analysis of 
Utility Plant for Depreciation-Accounting Purposes 


By ALEX. E. BAUHAN* 


RESENT-DAY requirements in the 
matter of depreciation accounting for 

utilities quite often involve estimates of 
the average life of various classes of utility 
plant but it is frequently not’ recognized 
that, if depreciation accounting for a 
group of utility-plant units is related to 
the average life, it must also be related to 
the estimated “‘mortality dispersion” of 
the plant. The manner in which the 
retirement dates of a group of related 
plant units, installed in a given year, dis- 
tribute themselves in the years before and 
after the average age of retirement, i.e., 
mortality dispersion, has a marked effect 
on the theoretically required reserve 
under any group-depreciation-accrual 
plan associated with estimated average 
life. 

Such a reserve determination is likely 
to be a greater misstatement due to 
hitherto common errors in estimating 
mortality dispersion than in estimating 
average life. A determination made in 
disregard of the dispersion of retirements, 
if it pretends to be associated with life 
of plant by the usual group accounting 
methods, regardless of whether the ac- 
crual plan be straight line, sinking fund, 
or other accrual plan, is without validity. 
The ratio between an alleged theoretical 
reserve requirement calculated without 
regard for mortality dispersion and one 
giving proper attention to it may be as 
much as two to one. 

* Public Service Electric & Gas Co., Newark, N. J. 

1See, “An Appraisal of Methods for Estimating Service 
Lives of Utility Properties,” prepared by cooperating com- 
mittees on depreciation, American Gas Association, Edison 
Electric Institute 1942; also, Report of Committee on Deprecia- 


tion, National Association of Railroad and Utility Com- 
missioners, 1943. 


? Additional details and observations on the practical 
application of the method may be had by reference to a 


If necessary estimates of mortality dis- 
persion as well as average life are to be 
drawn from past plant experience, meth- 
ods of life analysis which tell us how the 
retirements of an installation “vintage” 
are distributed through the years, such as 
the here-described plant-record simula- 
tion method, are essential. By the appli- 
cation of actuarial principles as used for 
life-insurance purposes, information as 
to mortality dispersion as well as average 
life is usually obtainable; and this is the 
method commonly used.! But the actua- 
arial method, which requires a knowledge 
of the installation date of each item of 
retired and surviving plant, is trequently 
not available because installation dates 
are not obtainable or because the labor 
of discovering them in addition to that 
involved in the pursuit of the method is 
too great. Fortunately in such cases, not 
to mention other reasons why the method 
might be preferred, the desired results can 
be generally obtained, if at all obtainable, 
by what has been designated as the 
“simulated plant-record method.” 

With some background mention of the 
phenomenon of utility-plant-mortality 
dispersion, this article undertakes to ex- 
plain the principles of that method, as 
developed in connection with its applica- 
tion to actual extensive analyses of 
electric-and gas-utility plant.? 


Mortality Dispersion 


The underlying theory of the simulated 
plant-record method depends on a con- 
cept of each year’s additions, followed by 
the characteristic year-by-year retirement 
paper by the author presented at the National Accounting 


Conference of American Gas Association and Edison Electric 
Institute at Buffalo, N. Y., April 8, 1947. 
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ot those additions. Records in either 
monetary units or physical units may be 
thought of, but ordinarily only monetary 
records are adequately available in prac- 
tice. The year-by-year retirements of the 
plant additions made in a particular year 
have been found to be distributed usually 
in some such manner as is illustrated by 
the bar diagram marked “Annual Re- 
tirements” in Figure 1. A smooth curve 
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Figure 1— Mortality Dispersion is illustrated by bar diagram 
marked “‘Annual Retirements."’ It shows how retirements of 
a single installation of a multiplicity of related plant units 
typically occur at ages earlier than and later than average 
life. If the annual retirements are successively subtracted 
from the original installation the upper curve of “Survivors” 
is obtained. 

connecting the ends of the bars would 
be the retirements-frequency-distribution 
curve. This diagram represents the 
phenomenon of mortality dispersion, 
recognition of which is so essential to 
any proper consideration of group-plant 
depreciation. 

The upper curve marked “Survivors” 
is obtained by subtracting from the 
original additions the accumulated an- 
nual retirements as obtained by adding 


the year-by-year values of the “Annual 


3 Edwin B. Kurtz, Life Expectancy of Physical Property Based 
on Mortality Laws (New York: Ronald Press, 1930); Edwin 
B. Kurtz, The Science of Valuation and Depreciation (New York: 
Ronald Press, 1937). 
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Retirements” curve. For any year it 
shows how much of those original addi- 
tions remain. In generalized form the 
annual retirements and survivors are 
expressed in percent of the original addi- 
tions as a function of various percentages 
of average life. . 
Several families of standard generalized 
mortality dispersions have been de- 
veloped. The most generally known and 
used are those published by the Iowa 
Engineering Experiment Station, fire- 
qently called the Iowa type curves.‘ 
Specimens of these are reproduced in 
Figure 2. Individual companies, con- 


Percent surviving 


Frequency , percent for 10 % intervals 


200 
Age, percent of average life 


2—Curves for Symmetrical Mortality Di 


Figure Dispersion. 
Adapted from Iowa Engineering Experiment Station Bulle- 
tin 155, Fig. 29, by Robley Winfrey, 


GC added) 
sultants and other authorities have also 
developed dispersion types based on 
their own experience. Such standardized 
mortality-dispersion types serve to con- 
veniently represent and designate the 


‘Robley Winfrey, Depreciation of Group Properties. 
Engineering Exp. Sta. Bul. 155, 1942. 


Iowa 
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experienced mortality dispersion, to con- 
veniently designate the estimates of fu- 
ture dispersion, and to minimize the 
work of computing theoretical reserve 
requirements. 


Principle of the Simulation Method 


The simulated plant-record method of 
life analysis consists of applying such 
standard mortality dispersions to the 
record of plant additions and discovering 
by trial and error which particular com- 
bination of average life and mortality 
dispersion (sometimes hereinafter called 
a mortality pattern or a mortality 
characteristic) best simulates in calcu- 
culated results the record of actual 
balances or actual retirements. The 
method serves equally whether applied 
to records of balances or retirements, 
but this article describes the method in 
reference only to balances. The de- 
scription of the method as to retirements 
would follow along the same lines. 

It can be illustrated by considering 
first only a single year’s additions, as 
shown in Figure 3, of which the survivors 


Actual Survivors 











TIME 


Figure 3—Fitting a Single Year's Additions. The solid line 
represents actually recorded survivors (balances) of an 
original addition a. The dotted lines illustrate several 

ble attempts to type or “fit” the actual balances with bal- 
ances calculated from the original additions by the applica- 
tion of standard survivorship ratios. These particular trials 
fail because, in the case of (1), average bp too howd ng G3 (2), 
average life is too short, (3), mortali' 

narrow, (4) mortality dispersion is too 


’ The basic principle of the method is described in the 1943 
Report of the Committee on Depreciation of the National 
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or balances in succeeding years diminish 
in accordance with the mortality charac- 
teristic of the plant. Either graphically 
or numerically it is an ordinary task to 
determine which one of a set of standard 
mortality patterns, when applied to the 
additions, gives the same, or as nearly 
the same, survivors or balances at various 
lime points in the actual plant record. 
In the process of fitting, many patterns 
would be tried, among them probably 
being such as those shown by dotted 
lines in the diagram which obviously do 
not reproduce the actual balances be- 
cause, in the case of trial (1) average 
life is too long, in (2) average life is too 
short, in (3) mortality dispersion is too 
narrow, and in (4) mortality dispersion is 
too wide. This essentially is the proce- 
dure of the actuarial method for typing 
the mortality pattern, and the simulat- 
tion method for this simple case is the 
identical procedure. 


If the plant history is a composite of a 
number of year’s additions, each with its 
characteristic mortality pattern, and if 
the record of retirements or survivors of 
each particular year’s addition is known, 
the actuarial approach will serve.* If the 


Association of Railroad and Utility Commissioners, p. 104. 
Stages in the development of the method can be traced in: 
Cyrus G. Hill, “Depreciation of Telephone Plants,” Tele- 
phony, March 18 and 25, 1922; Walter J. Lyman, “Funda- 
mental Considerations in the Preparation of a Power System 
Master Plan,” Edison Electric Bulletin, October 1933, p. 218; 
Testimony by Company Witness in New York State Public 
Service Commission Case 8230 re: New York Telephone 
Co., 1935; testimony by C. Beverley Benson in New York 
State Public Service Commission Case 8490 re: Syracuse 
Lighting Co. and Case 8403 re: Queens Borough Gas and 
Electric Co., 1937; testimony by C. Beverley Benson in State 
of Ohio Public Service Commission Cases 1100, 11218, and 
11442 re: East Ohio Gas Co., City of Cleveland, p. 38; also 
in papers presented at National Accounting Conference of 
American Gas Association and Edison Electric Institute at 
Buffalo, April 8, 1947: H. R. Whiton, “The Indicated Re- 
tirement Approach to the Simulated Plant Record Method 
of Estimating Lives of Mass Accounts of Utility Property for 
Depreciation Accounting Purposes;” P. H. Jeynes, “‘Indi- 
cated Renewals;”? Alex. E. Bauhan, “Life Analysis of Utility 
Plant for Depreciation Accounting Purposes by the Simu- 
lated Plant-Record Method.” 

¢The actuarial method merges the records of all the 
vintages as a function of age (not time). Thus merged, the 

(Footnote 6 continued on page 132) 
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retirements or survivors of each indi- 
vidual year’s additions are not identifi- 
able and recorded, as is frequently the 
case, the actuarial method is not avail- 
able; but we can look to the total survi- 
vors or balances resulting from all the 
years’ additions and get the mortality 
characteristic of the account by applica- 
tion of the simulation method. 

In elementary fashion this is illustrated 
in Figure 4. If the plant additions from 


























Vears 


TIME 
Figure 4—A Plant History. Showing actual survivors ele- 
ments bj, be, b3, bs, etc. resulting from annual additions a:, a, 
&3, 4, etc. Their sum is the book balance at time t. The 
simulation method calculates these elements from recorded 
additions and assumed survivors curves and judges the 
reasonableness of the assumption by comparing the sum of 
the calculated survivorship elements with the book balance. 


year to year are represented by the 
dollars shown as aj, a, a3, a4, etc., then 
in the course of time retirements will be 
made from these additions leaving survi- 
vors tapering off to zero in accordance 
with the mortality characteristic. It is 
this experienced but unknown mortality 
characteristic which we aim to discover 
by trial and error. The combined plant 
balance in any year will consist of the 
survivors of these successive additions. 
Thus the balance at time ¢ is the sum of 
the survivors b,, be, b3, by, etc. The 
simulation procedure consists of experi- 
mentally reproducing these survivorship 
elements from the additions record. 
Using an assumed mortality pattern it 
calculates what the survivors would be 


(Footnote 6 continued from page 131) 
ratio of survivors to additions or the ratio of yearly retire- 
ments to additions as a function of age may be typed by 
fitting standard mortality patterns. 


at time ¢ for each annual addition. These 
calculated survivors are then added to 
give a simulated balance which is com- 
pared with the actual balance. Such 
comparison of simulated and actual 
balances would be made at a number of 
time points in the plant’s history. If the 
mortality pattern was well selected the 
difference between the simulated and 
actual balances would be small. If a 
poor selection was made, it would show 
up in a large deviation between the cal- 
culated figure and the actual. Thus 
trials would be repeatedly made until 
that particular one is found which best 
simulates the actual plant-balance record. 


Stated in other words, the essence of 
the simulated plant-record method is that 


_an effort is made by trial and error to 


duplicate the year-by-year balances of 
the account by a series of corresponding 
calculated, or “‘simulated,”’ balances aris- 
ing from the assumption that each year’s 
actual additions were retired in accord- 
ance with a selected pattern of average 
life and mortality dispersion. Successive 
pattern selections are tried until a pattern 
is found which results in a series of year- 
by-year calculated balances simulating 
the progression of actual balances as 
closely as possible. That best fitting 
pattern is deemed to represent the ex- 
perienced average life and mortality dis- 
persion of the account. 


Fitting Process 


This comparison can be roughly made 
graphically; i.e., the curve of the actual 
balances can be drawn on coordinate 
paper and the calculated results for each 
trial plotted, somewhat as shown in Fig- 
ure 5. When the plotted points for 
a particular trial fall closer to the act- 
ual line than for any other trial, that 
trial is said to represent the average 
life and mortality dispersion of the plant. 
However, this method is rather crude in 
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that the distinction between the best fit 
and several inferior fits is frequently not 
discernible, and, of course, the judgmert 
of the observer enters into such a deter- 
mination. Deciding between two close 
fits is not, as might at first be supposed, a 
matter of choosing between two average 
lives which are close to each other. The 
average lives of two close fits may be 
quite far apart. 

A more precise and more objective 
comparison is by the use of the least 
squares method, which is commonly used 
for curve-fitting purposes. By _ this 
method the year-by-year differences be- 
tween the calculated and actual balances 
are observed; then, to accentuate the 
larger discrepancies, the differences are 
squared. The trial which shows the 
smallest sum of squared differences is 
deemed to be the best fit and to-be indic- 
ative of the average life and mortality 
dispersion of the account. 


Required Data and Survivors’ Tables 


In practice the procedure requires a 
tabulation of the additions and the bal- 
ances for the account under consideration 
going back as far as they may be available. 
If small early additions are not available, 
they may be roughly estimated. The 
operation of the method is such that the 
small early additions, and in the utility 
business the early additions were ordi- 
narily small, have little influence on the 
final answer, and precision in estimating 
them is of no importance. 


Before the simulated plant-record pro- 
cedure is started there should be avail- 
able not only a suitable statement of 
annual additions and balances for the 
plant under consideration, but also a 
large assortment of precalculated sur- 
vivors tables based on the _ gener- 
alized tables or curves of some fam- 
ily of standardized dispersion types, 
such as the Iowa types. For a given 
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average life and for a given type of 
mortality dispersion, these tables show 
the percent of a year’s additions which 
survive in each succeeding age-year. In 
one application some 2,000 survivors’ 
tables based on the Iowa types are in 
regular use. ‘They show percentage of 
survivors to one decimal place for ages 
0.5 to 59.5 years, for twenty-six different 
types of Iowa dispersions and for average 
lives running from 5 years to 150 and 
more years. 

The physical arrangement of the tables 
isimportant. In any extensive study it is 
out of the question, because of the labor 
involved, to rewrite the table on a com- 
putation form every time a computation 
is made. The tables should be written, 
photographed, or printed on stiff durable 
paper, or on plastic coated paper, and 
then cut into strips so that each strip will 
show the survivors’ percentages corre- 
sponding to each age-year for a particular 
pattern of average life and mortality dis- 
persion. Survivors’ percentages need not 
be shown for more than 55 or 60 years, 
if the pattern extends beyond such an 
age, unless it is expected to work with 
plant histories which include a greater 
span of years. Assuming that the work 
sheets will show additions chronologically 
downward, and this is believed to be the 
best arrangement, the survivors-table 
strips should run upwards by ages and 
the line spacing should be identical with 
that on the work sheets. Thus, the 
survivors’ percentages can be used as 
multipliers of annual additions by simply 
laying the strip alongside of the additions 
column without the necessity of rewriting 
the survivors’ percentages. 

The tables should show percent survi- 
vors at mid-year intervals. This conven- 
tion is desirable because, in order to 
facilitate calculation, it can be assumed 
that all the additions made at various 
times during a calendar year are equiva- 
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Figure 5—Comparison of Balances. Balances calculated from 
assumed patterns of average life and mortality dispersion can 
be recorded and compared graphically (or numerically) with 
actual balances over a range of years. That pattern whose 
balances most nearly simulates the actual balances is the 
sought for average life and dispersion of the plant history. 


lently represented by a single installation 
on July 1. The survivors of these addi- 
tions may therefore be considered to be 
one-half year old at the end of the 1st year, 
1% years old at the end of the 2nd year, 
etc. It follows that the survivors tables 
are properly set up at the half-year ages. 

Orderly filing of the survivors-table 
strips facilitates their use. A visible index 
cabinet, using a file pocket deep enough 
to carry the length of the strip (10 or 11 
inches) and wide enough for 10 strips, 
with celluloid-holding strips at the top 
and bottom of the pocket, has been suc- 
cessfully used. Alternatively, the survi- 
vors tables may be on pages and the list 
of additions may be written on a movable 
strip so that the additions strip can be 
moved from page to page and column to 
column of survivors tables for the cross 
multiplication. 


Computation 


The computing process consists of 
putting the column of survivors’ per- 
centages in juxtaposition to the col- 
umn of annual additions. The bottom 
of the survivors table, corresponding to 
age 0.5 years, is placed opposite the year 
in the additions column for which it is 


desired to obtain a calculated or simu- 
lated balance for comparison with the 
actual balance. The figures in the addi- 
tions column are then cross multiplied by 
the figures appearing on the same line in 
the survivors table. The summation of 
these cross products is the desired simu- 
lated balance for comparison with the 
actual balance. To get the simulated 
balance for any other year the beginning 
of the survivors table (age 0.5) is aligned 
with the addition of the selected year 
and the cross multiplication and summa- 
tion process is repeated. Thus, the 
simulated balance and the actual balance 
can be compared at as many points in the 
life history of the account as desired. 

A form has been developed for con- 
veniently recording these simulated bal- 
ances as well as their squared deviations 
from the actual balances. Another form 
records the mean squared deviations in a 
manner which economically guides the 
succession of mortality pattern trials. 


The number of trials per account varies 
between 50 and 100. Short cuts are 
available which can frequently be used 
to limit the number of trials. For in- 
stance, the number of trials for a given 
type of dispersion can often be limited to 
three, two in the approximate best fitting 
average life region and the third located 
precisely at the best fitting average life 
by means of a rapidly performed solu- 
tion of the equation for least mean 
squared deviation on the tolerable as- 
sumption that over a limited range 
the simulated balance for any year is a 
straight line function of the average life 
assumption. 

The work can be speeded considerably 
by using lumped additions instead of 
annual additions. That is, the additions 
of each five-year period may be taken as 
if made in the middle year of the period 
or, more accurately, in that year in 
which the weighted mean time of installa- 
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tion for the 5-year period occurs. In 
this case, years selected for comparison of 


actual and simulated balances must fall: 


on only the terminal years of the lumped 
periods. The lumping of additions need 
not be by uniform periods, but the special 
care required in handling such an opera- 
tion may not be compatible with pro- 
duction methods. Such rough computa- 
tions, if handled understandingly, can 
reduce the time required to discover the 
area in which the desired fit falls, and 
can be finished off with the more refined 


computation using each year’s additions . 


in only that area. 


Term of Balance Comparisons 


A decision which must be made before 
survivors calculations are started is the ex- 
tent of and the intervals at which points 
of comparison between actual and calcu- 
lated balances will be made. That is, 
shall the comparison be of annual bal- 
ances throughout the entire history of the 
account, as may have been inferred from 
the previous discussion, or merely be- 
tween 1940 and 1945 or between 1905 
and 1945, or over some intermediate 
span. It is essential to the process that 
the analysis include comparisons over a 
fairly extended period. If the term of 
comparison is too short, the results are 
indeterminate. It is, for instance, theo- 
retically impossible to make a determina- 
tion from a single year by the simulated 
plant-record method as, by the use of 
intermediate lives and dispersions, an 
infinite number of patterns can be found 
which will yield a calculated balance 
equal exactly to the actual balance. This 
condition is probably not much improved 
by using a span of only four or five years. 
Practically, in dealing with the wider 
dispersions typical of utility-plant ac- 
counts, it is believed that indeterminate- 
ness will be avoided if the comparison 
term is made not less than 15 years. 
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As to extending the term of comparison 
beyond that required for determinate- 
ness, the choice lies in the statistical 
philosophy which is to be followed. If 
one wishes to recognize more fully the 
influence of earlier experience on the 
shape of the overall survivorship pattern, 
it is well to make the term quite extended. 
In the comparisons made in recent years 
is included the late history of old plant, 
but in the comparisons of earlier years 
this same plant is included in its younger 
days. By the more extended comparison 
term we give added weight to the experi- 
ence of earlier years. Thus, in the case 
of short lived accounts, is introduced life 
and dispersion indications of vintages 
which have no present-day survivors. 
One reason for doing this, assuming that 
necessary future redeterminations will be 
similarly made, would be to avoid the 
undue fluctuations of life and dispersion 
estimates which would result if attempt 
were made to follow the vicissitudes of 
short-time-life and dispersion indications. 
The point, however, is not as important 
as may seem for the reason that with any 
plant which has had the growth charac- 
teristics exhibited by most utility ac- 
counts, the additions of recent decades so 
far outweigh the additions of earlier 
decades as to make balance comparisons 
of the recent periods controlling in the 
findings of the simulated plant-record 
process as here outlined. In such cases 
the result will not be materially changed 
by making balance comparisons prior to, 
say 1920, although it may be desirable to 
do so if it is thought that the acceptability 
of the conclusions is thereby improved. 


It is, however, not necessary for the 
observations to be made in each year in 
the selected comparison term. It appears 
that, ordinarily, balance comparisons 
made for every fourth or fifth year will 
give a result not importantly different 
than comparisons made on the basis Or 
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every year. This reduces the labor of 


the computations considerably. 


Conclusion 


In any application of this method it 
goes without saying that the first require- 
ment is a good record of the year-by-year 
additions and balances classified accord- 
ing to the present system of accounts. 
Carefully planned production methods 
are essential. ‘The use of conveniently 
set up survivors-tables strips, instead of 
writing and rewriting the figures, and the 
use of a convenient computation form are 
steps to that end. The adoption of 
the mean-square-of-differences-tally sheet, 
which economically guides the succession 
of trial and error calculations of simulated 
balances until the least mean square and 
thus the best fitting pattern of average 
life and mortality dispersion is found, is 
an important feature of the procedure. 
Time and economy considerations will 
recommend the use of skilled calculators 
with key-operated machines or auto- 
matic multiplication from punched cards. 

Basically, operating on corresponding 
data and fitting the same family of 
generalized mortality dispersions, the re- 
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sults of the simulation method will be the 
same as those of the actuarial method. 
The method is entirely independent of 
irregularities in the amount or rate of — 
growth, and functions equally well on 
declining plant balances as on increasing 
balances. Only in the rare case of the 
plant’s being pertectly static does the 
method become indeterminate as to dis- 
persion type, although not as to average 
life indication. 

Where a fairly stable life and dispersion 
characteristic has been experienced, the 
plant-record-simulation method will dis- 
cover it. Where the life and dispersion 
have been moderately fluctuating, the 
method will give a desirably weighted 
average indication. In either case the 
result should be helpful in selecting a suit- 
able average life and dispersion for the 
determination of accrual rate and theo- 
retical reserve requirement for future de- 
preciation accounting associated with 
life. If the life and mortality dispersion 
characteristics have fluctuated wildly, or 
if the plant is immature in relation to the 
best fitting pattern, neither this method 
nor any other statistical procedure will 
give an answer of any prophetic merit. 





Shopping Centers in Urban Redevelopment 


By ROBERT M. 


need has been evident for some criterion 

by which to judge shopping center pro- 
posals. This study presents a method by 
which to arrive at such criteria and makes 
application of the method in a Chicago 
area, by way of concrete illustration. 

The consideration of proposed land 
uses in an area to be cleared of blight 
may well emphasize as the primary re- 
quirement that the “reclaimed” land 
should fulfill the highest possible function 
consistent with the strategic position it 
often occupies. Unless this is the ap- 
proach, in respect to both economic and 
social functions, blight may occur again, 
with its attendant expense io all in the 
urban community. 

Recurring blight is less likely if the 


[:. analysis of redevelopment plans a 


proposed land uses of the redeveloped 
area bear definite relation to land uses in 
adjacent, relatively “‘healthy”’ areas. Es- 
pecially is this true if the blighted area is 
small in size and unable to exert strong 
influence upon the suri1ounding environ- 


ment. The relatively healthy areas 
usually contain industrial or residential 
land uses. With redevelopment, most 
blighted areas near in to the city center 
can thus be expected to comprise com- 
mercial or industrial districts, residential 
neighborhocds, or entire residential com- 
munities. 

The manner in which the occupants of 
the redeveloped residential areas earn 
their livelihood is dependent upon eco- 
nomic activity in the city as a whole, and 
is indivisibly related to the national 
economic situation. Physical planning 


*Land Planner, Chicago Housing Authority. Thanks 
are due Iris Ashwell and John M. Ducey of the Authority 
staff for aid throughout preparation of this study and to 
Clarence S. Stein and Walter H. Blucher for critical review 
of the manuscript. 
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of such redevelopment areas cannot 
materially influence or control these 
factors. A portion of the total economic 
scene, however, does take place within 
the residential neighborhood or com- 
munity. The location for this activity is 
the shopping center; which does afford 
opportunity for planning to the advan- 
tage of the entire community. 

Shopping facilities represent not only 
an economic focus but a social one. 
They offer the natural means of bringing 
the people—whether old or new resi- 
dents of the area—together. People 
who visit the super-market for their 
Saturday grocery shopping, or drop in at 
the movies, have in mind buying goods 
or entertainment. But in thus mingling 
with their neighbors they may also find 
the makings of neighborliness, of a 
bowling team or a chess club, or a “‘get- 
together”? on some common cause for the 
welfare of the community. Along with 
the schools and churches, the shopping 
centers thus can offer considerable aid 
toward gradually welding the community 
together in a way that will make it a 
bulwark against blight. 

To become a successful ‘‘social cement- 
ing agent” in the community, and at the 
same time maintain their own economic 
health, the shopping centers must be 
well-planned in both the physical and 
the economic senses. Without this fore- 
thought, these facilities may be poorly 
located and there may be too many of 
them to support either their operations 
or the people of the neighborhood whom 
they employ. 

Types of shopping facilities required in 
redevelopment plans for residential areas 
are those serving a small section of a 
neighborhood, those meeting neighbor- 
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hood needs, and those meeting com- 
munity needs. The first type implies the 
isolated drug or grocery store, serving a 
small portion of the neighborhood and 
located wherever population density re- 
quires more convenient shopping facili- 
ties than those afforded by the neighbor- 
hood shopping center. Facilities meet- 
ing neighborhood needs are usually 
visited daily by representatives of most 
families principally for purchases of staple 
food items. The third type is visited 
probably once a week by representatives 
of community families and allows pur- 
chase of large supplies and sizeable items 
without travel to the central business 
center. The latter two types involve suf- 
ficient facilities that grouping into neigh- 
borhood and community shopping cen- 
ters is feasible and does normally occur. 

In order to plan these neighborhood 
and community shopping centers that 
they can become pleasant and profitable 
gathering places, it is necessary to esti- 
mate the degree of their need, allow for 
their proper location, and determine 
their preferable design. The control of 
land use likewise is important in re- 
development. In this study which deals 
with only a portion of the redevelopment 
problem, however, it will be taken for 
granted that the control of land use 
through measures more effective than 
zoning will occur. Wise land use ad- 
ministration, whether the land is pri- 
vately- or publicly-owned, will be a 
necessary adjunct to the successful preser- 
vation of values recovered with such 
difficulty by society. With land use 
control, the facilities of shopping centers 
will afford maximum advantages to both 
operator and consumer. 

The role of neighborhood and com- 
munity shopping centers in a redevelop- 
ment program can best be studied in a 
specific problem area, numerous ex- 
amples of which can be found in Chicago 
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in the great crescent of blight around the 
central business district of the city. 

The Chicago problem area selected is 
not defined in detail, but, as graphically 
portrayed in Figure A, is a community 
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FIGURE A 


extending over approximately two square 
miles. As in most urban areas where the 
transportation system converges on the 
central business district, such a com- 
munity is divided by the anticipated 
Chicago major thoroughfare system into 
neighborhoods. Seven such _neighbor- 
hoods comprise the community herein 
considered. Each neighborhood would 
have a gross area of approximately 160 
acres. Population density in the total 
community, at the minimum, would 
probably be at least 40,000 to 50,000 
persons per gross square mile. In this 
study, the conservative density figure 
used—40,000 persons per gross square 
mile—would result in a neighborhood 
population of 10,000 persons and a total 
community population of 70,000. 


Estimation 


Numerous yardsticks have been de- 
veloped for estimating retail facilities and 
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the area they occupy. These measure- 
ment methods usually take the form of 
lineal feet of store frontage per thousand 
population or of facility schedules for 
neighborhoods of various dwelling unit 
totals (1, 28, 30).! Even if used as 
rough guides, these yardsticks are un- 
reliable, due to their emphasis on dwell- 
ing units or population rather than on 
the base of all shopping centers—the 
consumer’s dollar. 

The only valid means of estimating the 
need for retail facilities and the area they 
should occupy is analysis of annual in- 
come and expenditures into units of pur- 
chasing power for the population being 
considered (2, 6). Since American cities 
containing blighted areas show individual 
patterns for family expenditures in the 
various income groups, data for each 
particular city are needed to decide the 
extent of shopping centers in redevelop- 
ment areas. 

The most dependable data for basing 
these estimates are to be found in bulletins 
of the Bureau of Labor Statistics, U. S. 
Department of Labor. Though the 
national annual average expenditure 
figures determined by the U. S. Census 
of 1940 might be used if they were care- 
fully checked against local conditions, 
their broad scope makes it difficult to use 
them in dealing with urban areas and 
with special income groups. 

In 1935-36, the Bureau of Labor Sta- 
tistics made a detailed study of family ex- 
penditures in cities located throughout 
the country.. The study included the 
two metropolitan areas of Chicago and 
New York; six large cities in the 300,000- 
population class—namely, Atlanta, Co- 
lumbus, Denver, Omaha, Council Bluffs, 
Portland, Ore., and Providence; 14 
middle-sized cities; and nine small cities. 
The published data include major cate- 


1 For these and other references, see numerical listing of 
Bibliography which is appended to this study. 
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gory and item expenditures for families 
of various sizes and incomes. In details, 
these data for 1935-36 differ from the ex- 
penditure pattern of 1946 which we use 
in this study, but the broad elements are 
quite similar.” 

As a basis for estimating shopping 
center needs, these data must be sup- 
plemented, of course, by accumulated 
knowledge of retail business operations 
in neighborhoods and communities of 
varied composition. If the data are 
applied to other urban areas of similar 
character and size, careful check with the 
particular environment under study is of 
major importance. 

To arrive at an estimate for shopping 
facilities necessary in a redevelopment 
area, four major questions must be 
answered: 


(1) What is the total annual income probable 
in the area after redevelopment? 

(2) What will be the item expenditures in the 
various shopping centers? 

(3) At what facilities in the shopping centers 
will this income be spent? 

(4) What is the character of those facilities 
as to rent and areas when considered 
singly, and as total area when grouped? 


In utilizing the Bureau of Labor Statistics 
data to answer these questions, and in 
applying the other measures necessary 
for the final estimate of shopping center 
needs, a total of 16 steps is required. 


1. Estimate probable average annual family 
income in the neighborhoods under 
study. 

. Compute neighborhood total income 
figures by multiplying family income 
estimate by estimated number of families. 

. Secure consumers’ price index figures for 
1935-36 and current date. 


2 Since this analysis has been completed, a more recent, 
yet in some respects less detailed study, has been made 
available: U. S. Dept. of Labor, Bureau of Labor Statistics, 
“The City Worker’s Family Budget: General Description 
of Purpose and Methods Followed in Developing the Budget 
of 34 Cities in the Spring of 1946 and Summer of 1947,” 
Serial No. R1909, preprint from Monthly Labor Review, 
February 1948. Washington, D. C., U. S. Gov’t. Printing 
Office, 1947. 
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4. Determine 1935-36 equivalent of current 
average family annual income probable 
in the area after redevelopment. 

. Itemize expenditures for 1935-36 equiva- 
lent incomes and convert to percentages 
of the total. 

. Estimate percentages of major category 
or, where needed, item expenditure which 
will be spent in the neighborhood, com- 
munity, and other shopping centers. 

. Apply the major category and shopping 
center estimate percentages to the total 
annual income probable in the area after 
redevelopment. 

. Apply item expenditure percentages to 
the major category dollar figures. 

. Allocate item expenditures to facilities. 

. Summarize item expenditures allocated 
to the various facilities. 

. Check summaries for the facilities with 
respect to gross annual receipts, reallocate 
if necessary, and determine number of 
each type of facility. 

Estimate areas for individual facilities. 

Estimate rentals for individual facilities. 

Check areas and rentals with gross annual 

receipts. 

Compute total area needed for all facili- 

ties. 

Allow parking area in relation to total 

facility area. 


12. 
13. 
14. 


15. 
16. 


Steps 1 and 2 are necessary to answer 
the first question, and steps 3 through 8 
to answer the second question. Steps 9 
through 11 bring answer to the third 
question, and the fourth question is 
answered and estimation is completed 
through application of steps 12 through 
16. 

For the Chicago problem area under 
study, the steps were worked out as 
follows: 

Step 7: Estimate probable average annual 
family income in the neighborhoods under 
study. Average annual family income 
was estimated at $2,000 for four of the 
seven neighborhoods, and $3,000 for the 
other three. The $2,000-income figure 
represents the amount of average annual 
family income in public housing during 
1945-46 near the area under study, and 
therefore might well be taken as the 
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probable income of residents of public 
housing in the redevelopment area, or of 
residents of privately-financed, low- or 
medium-low-income level housing. The 
$3,000 figure approximates the probable 
average in privately-financed housing for 
medium-level incomes. In assumption of 
average annual family incomes for the 
neighborhoods, it should be emphasized 
that the figures represent averages. As 
averages, they do not represent stratifi- 
cation of income levels in separate units 
of the city. Such stratification will need 
to be prevented through intelligent dis- 
position of housing for income groups 
obtainable through various types of in- 
vestment. 

All of these neighborhoods would re- 
quire individual shopping centers except 
one $2,000 neighborhood which would 
contain the community shopping center 
and would conduct its usual neighbor- 
hood shopping in the larger center. 

Step 2: Compute neighborhood total income 
figures by multiplying family income estimate 
by estimated number of families. Neighbor- 
hood total income figures were computed 
on the basis of 2,857 familes per neighbor- 
hood, which figure was secured by apply- 
ing the existing blighted area ratio of 3.5 
persons per family to population figures 
of 10,000 persons per neighborhood. 
Each of the four $2,000-income neighbor- 
hoods therefore would show a total 
average annual income of $5,714,000. 
And each of the three $3,000-income 
neighborhoods would show a total aver- 
age annual income of $8,571,000. 

Step 3: Secure consumer price index figures 
for 1935-36 and current date. The Chicago 
consumer price index for all items stood 
at 153 in December 1946, and at 97 in 
December 1935, according to the Bureau 
ot Labor Statistics (5). 

Step 4: Determine 1935-36 equivalent of 
current average family annual income probable 
in the area after redevelopment. When the 
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BLS price index ratio was applied, the 
December 1946 incomes of $2,000 and 
$3,000 were found to be equivalent to 
December 1935 incomes of $1,270 and 
$1,900, respectively. 

Step 5: Itemize expenditures for the 1935-36 
equivalent incomes and convert to percentages 
of the total. From BLS Bulletin 644, 
Vol. II, “Family expenditure in Chicago, 
1935-36” (3), expenditures were itemized 
for 1935-36 incomes of $1,270 and 
$1,900 and converted to percentages of 
total expenditures. (See Tables I and 
II.) 
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Step 6: Estimate percentages of major cate- 
gory or, where needed, item expenditures which 
will be spent in the neighborhood, community, 
and other shopping centers. Whether ex- 
penditures will be made in neighbor- 
hood, community, or other shopping 
centers depends upon numerous factors, 
including accessibility of the particular 
facilities, proximity of other facilities, and 
the income class or classes under study 
(7, 13). Itis assumed that neighborhoods 
in the blighted areas near the central 
part of the city, when redeveloped, will 
probably be bounded by major thorough- 


TABLE I—Mayjor CaTecorigs OF EXPENDITURES AND EsTIMATED PERCENTAGES SPENT IN SHOPPING 
CENTERS 








*Percent of Total 
Expenditure 


Estimated Percent of Major 
Category Expenditure Spent 
In Shopping Centers 





$2,000 
Annual 
Income 


Major CaTEcoRY 


$3,000 
Annual Com- 


munity 


Neigh- 
borhood 





Foop 
Housine except for 
Repairs and Replacements 
Fuet, LicHts AND REFRIGERATION 
except for Heating Fuel 
OTHER HOUSEHOLD OPERATION 
FURNISHINGS AND EQUIPMENT 
CLOTHING, except for 
Shoe Shines and Repairs, Cleaning 
and Pressing 
AUTOMOBILE, except for 
Automobile Purchase 
OTHER TRANSPORTATION 
PERSONAL CARE 
MEDICAL Care, except for 
Oculist and Other Specialists 
RECREATION 
Tosacco 
READING 


ConTRIBUTIONS, except for 
Personal Gifts 
OrHER ITEMS 





15 
0 
10 
0 
5 
20 
45 
35 

















* These og oy, 


Expenditure in Chicago, 
of the 1985-36 incomes. 


are based upon data from U. S. Bureau of Labor Statistics, Volume Il of Bulletin No. 644, “Family 
1986-86" ” In this shopping center study, the percentages are applied to 1946 income equivalents 
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TABLE II—ITems as PERCENTAGES OF Major CATEGORIES OF EXPENDITURE AND THE FACILITIES AT 
WHICH IT Is EsTIMATED THE ITEMS WILL BE SPENT 








Major CaTEGoRY AND ITEM EXPENDITURE 


*Percent of Major Cat- 
egory, Annual Income 


$2,000 


Facilities at which it is Estimated 
Items will be Spent 





of . 
$3,000 


Neighborhood 
Shopping 
Center 


Community 
Shopping 
Center 





FOOD 
Food at Home 


Food away from Home 
Meals at work 


Meals at School. 
Ice Cream and Candy 


HOUSING 
Home Owning Families 
Repairs, Replacements 


Electricity 
Heating Fuel 
OTHER HOUSEHOLD OPERATION 
Telephone 
Laundry Supplies 


Laundry sent out 
Stationery, etc 


Express, etc 
Water Rent 


Other, including flowers for the home. . 


FURNISHINGS AND EQUIPMENT 
Kitchen Equipment 


Cleaning Equipment 


Laundry Equipment 











Supermarket 


Supermarket 
Drugstore 


Drugstore 
Drugstore 


Supermarket, 
Gen. Mdse. 

Laundry or 
Tailor- 
pickup ** 

Gen. Mdse. 


Gen. Mdse. 


Gen. Mdse. 
Gen. Mdse. 
Gen. Mdse. 


Supermarket 
Grocery, Meat 
market, Bakery 


small part in 
Tavern and 
Restaurant 


Drugstore, 
Restaurant 


Drugstore, 
Tavern 
Drugstore, 
Restaurant 


General Mer- 
chandise, Fuel 
and building 
supply yard 


Supermarket, 
Gen. Mdse. 
Laundry 


Gen. Mdse. 


Gen. Mdse. 
Florist 


Gen. Mdse., 
Appliance 
Gen. Mdse. - 
Appliance 
Gen. Mdse. 





Appliance 
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TABLE I1—Continued—lItems as PERCENTAGES OF Major CATEGORIES OF EXPENDITURE AND THE 
FACILITIES AT WHICH IT Is EsTIMATED THE ITEMS WILL BE SPENT 











Major CaTEecory AND ITEM EXPENDITURE 


*Percent of Major Cat- 
egory, Annual Income 


$2,000 


of 
$3,000 


Facilities at which it is Estimated 
Items will be Spent 





Neig 


Shopping 
Center 


hborhood 


Community 
Shopping 
Center 





Glass, China and Silverware 
Linens, Blankets and Curtains 











Gen 
Gen 
Gen 
Gen 
Gen 





. Mdse. 
. Mdse. 
. Mdse. 
. Mdse. 
. Mdse. 





Gen. Mdse. 
Gen. Mdse. 
Furniture 
Furniture 
Furniture, 
Gen. Mdse. 





CLOTHING 
Headwear 


Coats & Other Wraps. . 


Clothing Accessories, 
Including flowers... . 


Articles of Outer Cloth- 
ing 
Shoeshines and Repairs 


Cleaning and Pressing. . 











Home Sewing Materials 














Men’s, 
Women’s 
Clothing 


. |Men’s, 


Gen. Mdse. 
Shoe repair 
or Tailor- 
pickup ** 
Drugstore 


Tailor- 


.| pickup** 


Gen. Mdse. 


Women’s 
Clothing 
Men’s cloth. 
Men’s cloth. 
Men’s, 
Women’s 
Clothing 


Men’s, 
Women’s 
Clothing 
Men’s cloth- 
ing, Shoes 
Women’s 
clothing, 
Shoes 


Men’s, 
Women’s 
Clothing 
Florist 
Women’s 
Clothing 
Shoe repair 


Jewelry and 
Gift Shop 
Cleaning 
and Tailor 
Gen. Mdse. 
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TABLE IIl—Continued—ItEmMs AS PERCENTAGES OF Major CATEGORIES OF EXPENDITURE AND THE 
FACILITIES AT WHICH IT Is EsTIMATED THE ITEMS WILL BE SPENT 








Facilities at which it is Estimated 
Items will be Spent 


*Percent of Major Cat- 


Major CaTecory AND ITEM EXPENDITURE 


egory, Annual Income 


$2,000 


of 
$3,000 





Neighborhood 
Shopping 
Center 


Community 
Shopping 
Center 





AUTOMOBILE 
Purchase 
Operation 

Gas and Oil 


Tires and Tubes 


Repairs, Replacements, Services. . . 


Accessories 


Garage Rent, Parking 
Other, Insurance, etc 
OTHER TRANSPORTATION 
No significant breakdown 
PERSONAL CARE 
Personal Service 


Husband 


MEDICAL CARE 
Medical Services 


Oculist 

Other Specialists 

Hospital, tests 
Medical Equipment 

Medicine and Drugs 


Appliances and Supplies 
Other, Insurance and Other 
Medical Care 











Garage and 
Service 

Stations 

Garage and 
Ser. Stations 
Garage and 
Ser. Stations 
Garage and 
Ser. Stations 


Barber 
Beauty Shop 
Barber, 
Beauty Shop 
Gen. Mdse. 
Drugstore 


Physician 
Dentist 
Drugstore 


Drugstore 


Drugstore 





Auto Sales. 


Gen. Mdse. 
Garage and 
Ser. Stations 
Gen. Mdse. 
Ser. Stations 
Gen. Mdse. 
Ser. Stations 
Gen. Mdse. 
Ser. Stations 


Barber 
Beauty Shop 
Barber, 
Beauty Shop 
Gen. Mdse. 
Drugstore 


Physician 
Dentist 
Oculist 
Specialist 


Drugstore 
Gen. Mdse. 
Drugstore, 
Oculist. 
Drugstore 





SHOPPING CENTERS IN URBAN REDEVELOPMENT 


145 


TABLE II—Continued.—ITEMs AS PERCENTAGES OF Major CATEGORIES OF EXPENDITURE AND THE 
FACILITIES AT WHICH IT IS ESTIMATED THE ITEMS WILL BE SPENT 








Major CaTecory AND ITEM EXPENDITURE 


*Percent of Major Cat- 
egory, Annual Income 


$2,000 


of 
$3,000 





Facilities at which it is Estimated 
Items will be Spent 





Neighborhood 
* Shopping 
Center 


Community 
Shopping 
Center 








RECREATION 
Movies 
Other Paid Admissions 


Games or Sports Equipment 

Radio Purchase 

Radio Maintenance 

Music Instruments and Sheet Music 


Other Entertaining, Social and 
Recreational Clubs 
TOBACCO 
Cigarettes 


Other Tobacco and Supplies 


READING 
Newspapers 


Library Fees and Rentals 
FORMAL EDUCATION 
Books and Supplies 


Special Lessons 
CONTRIBUTIONS AND PERSONAL 


TAXES 
Personal Gifts 





31.8 


68.2 


27.5 





72.5 





Schools, neigh- 
borhood house 
and Churches 
Gen. Mdse. 
Gen. Mdse. 
Gen. Mdse. 
Gen. Mdse. 
Drugstore 
Gen. Mdse. 


Drugstore, 
Supermarket 

Supermarket 
Drugstore 


Drugstore 


Drugstore 


Drugstore, 
Gen. Mdse. 





Movie Theater 
Part in Pool- 
room 
Gen. Mdse. 
Gen. Mdse. 
Gen. Mdse. 
Gen. Mdse. 
Drugstore 
Drugstore, 
Gen Mdse. 


Drugstore, 
Supermarket 

Supermarket 
Drugstore 


Drugstore, 
Newsstands, 
Bookstore, 
Poolroom 

Drugstore, 
Bookstore 


Drugstore, 
Bookstore 


Some in Book- 
store, Gen. 
Merchandise 


Jewelry and 
Gift Shop 





* These percentages are based ye data from U. S. Bureau of Labor Statistics, Volumes I thru VII of Bulletin No. 648, 


“Family Expenditures in 
income equivalents of the 1985-36 incomes. 


ties, 1935-36.” In this shopping center study, the percentages are applied to 1946 


** Part of this expenditure probably would involve laundry, shoe repairing or dry cleaning, as the case may be, sent by the 
neighborhood tachlity geepeieter to the respective facility in the community shopping center. 
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fares. This condition will restrict pedes- 
trian shopper movement, so that daily 
shopping needs will necessarily be con- 
fined to neighborhood centers. Ready 
accessibility of the central business center 
and community shopping facilities by 
public conveyance will make them avail- 
able for other than daily requirements. 
With these qualifications in mind, and 
from observations of shopping habits in a 
near-in Chicago area, the percentages 
for expenditures in the neighborhood, 
community and other shopping centers 
were estimated as given in Table I. 

Step 7: Apply the major category and shop- 
ping center estimate percentages to the total 
annual income probable in the area after re- 
development. As an example of the appli- 
cation of this step, the total annual in- 
come of $5,714,000 for the $2,000 neigh- 
borhood is used. As shown in Table I, 
the major category percentages for 
“Food” are noted as 40.7 per cent of the 
total, and of that 40.7 per cent, half, or 50 
per cent, is spent in the neighborhood, 15 
per cent in the community, and 35 per 
cent elsewhere. In terms of dollars 40.7 
per cent of $5,714,000 amounts to 
$2,325,000 when rounded to the nearest 
hundred, of which $1,162,500 would be 
spent in the neighborhood, $348,750 in 
the community shopping center, and 
$813,750 elsewhere. 

Step 8: Apply item expenditure percentages 
(Table II) to the major category dollar figures 
(Table I). Asan example, the $2,325,000 
food category expenditure for the $2,000 
neighborhoods secured through step 7, 
reduced by the 50 per cent estimation for 
neighborhood shopping to $1,162,500, 
breaks down by item expenditure per- 
centages listed in Table II as follows: 


Item Expenditures Portion of Major Category 
Percentage Dollars 

$1,083,450 

51,150 

12,787 


2,325 


Food at home 

Meals at work 

Meals at school 

Ice cream and candy 
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Soft drinks, beer and alco- 
holic drinks 
Other meals 


8,138 
4,650 


$1,162,500 


100.0 


The proper percentages of the $1,162,500 
give the dollar amounts tabulated above, 
and fully listed in Table II, for allocation 
to the various facilities. 

Step 9: Allocate item expenditures to facili- 
ties. Determination of the probable facil- 
ities demands familiarity with retail es- 
tablishments—their operation, expenses, 
and problems—as well as the retail 
pattern for the income group being con- 
sidered. Table VI of Shopping Center 
Facility Standards and the accompanying 
source text give background data for this 
step and for later steps in the calculation. 
Perusal of sources for the table will show 
that the neighborhood and community 
shopping center types referred to in this 
study are established units in the retail 
pattern, despite the variation in termi- 
nology. It will also be noted that rather 
consistent facility groupings are involved 
in the various shopping centers. (9, 10, 
11, 12, 14, 15, and 31) 

In some cases allocation of item ex- 
penditures to the various facilities may 
mean that items will be split between 
two, or as the case may be, three sepa- 
rate facilities. This procedure necessi- 
tates intimate knowledge of consumer 
habits and, as noted before, of the retail 
pattern. The desirability of competitive 
operations to the consumer also may well 
be taken into account. 

An example of such allocation of item 
expenditures with respect to food items 
will make this step clear. Opposite the 
food item expenditures of Table II are 
facility notations as follows: “‘Food at 
home—the Supermarket.” But when 
this item expenditure is allocated to 
facilities of the community shopping 
center, it might well be allocated, as 
noted in Table II, to the supermarket, the 
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grocery, the meat market, and the 
bakery. The latter allocations thus 
would be apportioned to the various 
facilities on the basis of judgment and 
with due respect to local shopping habits 
observable in areas of similar economic 
status. 

Step 10: Summarize item expenditures allo- 
cated to the various facilities. To take the 
case of expenditures for the $2,000 
neighborhood shopping center as an ex- 
ample, all of the various expenditures 
allocated to the drugstore, supermarket, 
etc., are totaled. For the supermarkets, 
specifically, the total was approximately 
$1,127,700, and for the drugstores, $134,- 
900. (See Table III.) 

Step 11: Check summaries for the facilities 
with respect to gross annual receipts, reallocate 
if necessary, and determine number of each type 
of facility. In certain cases, of the totals 
secured in Step 10 for some facilities, it is 


readily apparent that enough funds are 
available for one, two, or more separate 
drugstores, supermarkets, or other facili- 
ties. Total expenditures which on first 
thought might be considered as spent at 
a particular facility, may, upon notation 
of the range of total gross annual receipts 
required for successful operation, be 
found too small. In such a case check of 
allocation may reveal that: (1) other 
expenditures may take place in the par- 
ticular facility, or that (2) it will be im- 
possible to maintain a successful facility 
of that type, and the expenditures con- 
sidered for that facility then would be 
reallocated to other facilities. 

Returning to the example of the $2,000 
neighborhood, after original allocation it 
is not found necessary to reallocate sums. 
Upon check with the range of total gross 
annual receipts in Table VI, it becomes 
evident that income of $1,127,700 would 


TABLE III—NeEIcHBOoRHOOD SHopPiInG CENTER FACILITY AND AREA ESTIMATE 
($2,200 Average Annual Family Income—2,857 Families; Total Population of 10,000 Persons) 








Estimated 
Facility No. |Gross Annual 
Receipts 


Area In Total | Rent As % Of | Annual 
Square Ft.| Area For | Gross Annual | Rents 
Per Store | Facility Receipts 





Supermarket 1,127,700 
Drugstore with Lunch Counter 

and Packaged Liquor........ 134,900 
General Merchandise or 
153, 100 


Tailor, Pickup for Dry Cleaning, 
Shoe Repair and Laundry 30, 500 
Service Station and Repair 


22,000 
17,400 
17,000 
31,200 
13,000 














1,546,800 


6,000 12,000 1% 16,900 
3,000 3,000 4 
3,500 3,500 3 
2,500 2,500 8 
4,000 4,000 6 1,300 

900 1,800 10 1,700 

900 900 9 1,500 


450 900 10 3,100 
450 10 1,300 














29,050 38,020 


Area Summary 


Shopping Center Facilities... .......... 0. cc eeeeeeeeeeee .67 acres 


Off-street Parking. . 


eax re PRM eae el aras Btida wil eee aad .67 acres 


Total (without provision for expansion)?:..........+++++- 1.34 acres 
or .13 acres per 1,000 population 
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support two supermarkets, and that in- 
come of $134,900 would support one 
drugstore, in this particular income 
neighborhood, as shown in Table III. 

Step 12: Estimate areas for individual 
facilities. The areas for individual facili- 
ties, as determined on the basis of stand- 
ards shown in Table VI, are listed in 
Tables III, IV, V. 

Step 13: Estimate rentals for individual 
facilities. Current real estate practice, 
somewhat variable in all urban areas, is 
the guide for this step. Percentage leases, 
by which rentals are determined as a 
proportion of gross receipts, are now con- 
sidered advantageous to both operator 
and lessor, and rentals on this basis are 
herein noted. It is probable that the 
percentages shown in this study, since 
they are based upon current practice in 
areas usually over-supplied with retail 
facilities, might be somewhat higher for 
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facilitics located in redevelopment areas 
assuring a stable market through land 
use control. Rental standards compiled 
for the Chicago problem area as given in 
Table VI form the basis for rental figures 
in Tables III, IV, and V. 

Step 14: Check areas and rentals with 
gross annual receipts. Rental dollars per 
square foot should not vary extremely, 
and therefore should be checked with the 
area of the facility and the volume of busi- 
ness. Only where a facility is considered 
absolutely essential to the rounding out 
of shopping center services to the residents 
should one with an unduly low rental rate 
per square foot of area be expected to 
remain. ‘The mean or optimum rate 
would vary considerably, depending 
upon the assurance of market and the 
capital investment involved. 

Step 15: Compute total area needed for all 
facilities. ‘Tables III, IV, and V give 


TABLE IV—NEIcHBORHOOD SHOPPING CENTER FACILITY AND AREA ESTIMATE 
(3,000 Average Annual Family Income—2857 Families; Total Population of 10,000 Persons) 








Estimated 
Facility se: 
eceipts 


No. |Gross Annual! Square Ft.| Area For 


Annual 
Rents 


Rent As % Of 
Gross Annual 
Receipts 


Area In Total 


Per Store | Facility 





Supermarket 1,106,100 
250,000 

Drugstore with Lunch Counter 
and Packaged Liquor 


General Mdse. or Variety 


172,300 
292,900 


Tailor, Pickup for Dry Cleaning 
Shoe Repair 
Service Station & Repair Garage 


Beauty Shop 
Physician 


Dentist 24,200 











2,029,500 





22,100 
10,000 


12,000 2 
3,500 4 


6,000 
3,500 


6,900 
11,700 
1,900 
1,300 
1,000 
1,900 
3,400 
2,600 
2,900 
2,400 


3,000 
5,000 
2,500 
700 
500 
4,000 
1,800 
1,200 
900 
900 


3,000 
5,000 


— -_ 
SCOOoOVU OAD MAA A 








68, 100 








36,000 





Shopping Center Facilities ........... 0.0... cece eee ee eee 
Off-street Parking . 
Total (without provision for expansion)...............+.. 1 


Area Summary 


.83 acres 
.83 acres 
.66 acres 


or, .17 acres per 1,000 population 
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TABLE V—Community SHOPPING CENTER ‘FACILITY AND AREA ESTIMATE 
(For a Community of Seven Neighborhoods or 70,000 Total Population) 

Provision is made for community shopping for all neighborhoods, four of which have a $2000 average 
annual family income and three, an average annual family income of $3000. One of the $2000 income 
neighborhoods would also use the Community Shopping Center for the usual neighborhood shopping. 
3.5 persons compose the average family. 
Estimated Area In Total | Rent As % Of | Annual 
Facility No. |Gross Annual | Square Ft.| Area For | Gross Annual | Rents 
Receipts | Per Store | Facility Receipts 











FOOD 
Supermarket 2,991,100 8,000 24,000 y 44,900 


310,000 3,000 6,000 12,400 
Meat Market 105,000 2,000 4,000 5,300 
310,000 2,500 7,500 18,600 
Drugstore, Lunch Counter. 497,000 3,000 6,000 19,900 
Restaurant 34, 300 2,000 2,000 2,100 
Tavern with Pack. Liquor 39,800 2,000 2,000 2,800 
EQUIPMENT AND 
MAINTENANCE 
General Mdse. and Variety 691,500 8,000 8,000* 41,500 
55,200 3,000 3,000 3,300 
22, 300 1,000 1,000 1,800 
Furniture 206, 600 4,000 8,000 16,500 
Appliance, Electrical and 
i 70,400 2,000 4,000 6,300 
CLOTHING 
Men’s Clothing 547,100 3,000 9,000 32,800 
Women’s Clothing 540,600 3,000 9,000 37,800 
Shoe Store 130,500 2,500 5,000 9,100 
Jewelry and Gift Shop .... 112,900 1,000 2,000 9,000 
Dry Cleaning and Tailor . 47,500 - - 4,000 3,800 
Shoe Repair 42,300 : 2,000 3,800 
AUTOMOTIVE 
Service Station and 
Repair Garage 196,100 ; 16,000 11,800 
Auto Sales 100, 100 3 5,000 2,000 
PERSONAL, MED. CARE 
87,600 . 3,000 8,800 
Beauty Shop 73,500 2,700 6,600 
Physician 479,800 10,800** 48,000 
Dentist 280, 600 9,000** 28,000 
Oculist 19,000 900** 1,500 
Specialist 29,100 900** 2,900 
RECREATION 
Movie Theater 270,000 - 18,000 40,500 
Poolroom and Newsstand. . 61,400 ; 2,500 5,500 
Bookstore 63,200 ; 2,000 5,700 
OTHER 
3,500 
SHopPING CENTER TOTALS 8,579,000 155,200 433,000 
Fuel Building Supply Yard 135, 100 
Newsstands 29,400 
Oruer Faciuities Tota . 164, 500 


























Area Summary 
Shopping Center Facilities.......... 020... cece ee ee eee 3.56 acres 
GINS FRI: 5. «onc cetcitcncccscvccsecevecccessees 3.56 acres 
Total (without provision for expansion)..............++++ 7.12 acres 
or .10 acres per 1,000 —— 


Only that half of this facility on the first floor is included in the shopping center area to’ 
offices would be on upper floors of the office building and are not fneluded in the , center total area. 
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TABLE VI—Suoppinc CENTER Facitiry STANDARDS 
(See following text for sources) 


N—Data applies to neighborhood facilities 
C—Data applies to community facilities 








Dimensions 


Facility Variable With Area In _ | Approximate Gross |Rent as % 


70 


Design Square Ft. | Annual Receipts | of Receipts 





FOOD 

Supermarket 60x100 6000 $500 ,.000 
80x100 8000 1,000,000 
30-35x100 3000-3500 100, 000-250, 000 
20x100 2000 50, 000-100, 000 
25x100 2500 50, 000-100, 000 


Drugstore with lunch 
counter and with or 
without packaged liquor 30-35x100 3000-3500 100, 000-200, 000 

(200,000 preferable) 

Restaurant 20x100 2000 25, 000-100, 000 


Tavern with packaged 
20x100 2000 20,000— 35,000 


30-50x100 3000-5000 100, 000-150, 000 
35-50x100 3500-5000 100,000— 
40-75x100 8000-15,000 |500,000 (preferable) 
plus full basement 
25-30x100 2500-3000 30, 000-125, 000 
Laundryette 20x50-60 1000-1200 25,000 
Florist... .. 20x50-60 1000-1200 25, 000-50, 000 
i 35x100 100, 000-200, 000 
40x100 100, 000-150, 000 
and full basement 


20x100 30, 000-50, 000 
CLOTHING 
Men’s clothing 30x100 3000 100, 000(preferable) 
—200, 000 
Women’s clothing 30x100 3000 150, 000(preferable) 
—300, 000 
Shoe store 25x100 2500 50,000 
Jewelry and Gift Shop 20x 50 1000 25,000- 50,000 
20x100 2000 25,000- 40,000 
Tailor and pickup store 


tor dry cleaning, laun- 
dry and shoe repair 20x50-75 1000-1500 15, 000-40, 000 
20x50 500-1000 10, 000-20, 000 


AUTOMOTIVE 
Service station and 
Repair garage 40x100 4000 25, 000-100, 000 
(100,000 preferable) 
80x100 50, 000-300, 000 
Auto Sales 50x100 100, 000-150,000 
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TABLE VI—Continued—Suorrinc CENTER Facitiry STANDARDS 
(See following text for sources) 


N—Data applies to neighborhood facilities 
C—Data applies to community facilities 











Dimensions 
Variable With 
Design 


Facility 


Area In 
Square Ft. 


Rent as % 
of Receipts 


Approximate Gross 
Annual Receipts 





PERSONAL, MED. CARE 
20x40-50 
20x30-45 
15x30 


15x30 
15x30 
Specialist 15x30 
RECREATION 
Movie Theater 
x135 
25x100 
40x50 


Poolroom and newsstand .. 


35x100 
15x30 





70 (average width) 


800-1000 
600-900 
450 


9,000-25, 000 
15, 000-25, 000 
N15,000 
C 20,000 
14,000 
10,000 
12,000 


9-11 
8-10 
9-10 


450 
450 
450 


9-10 
8-9 
9-10 
60,000 14-16 
minimum 
30,000-50,000 
50,000 


9000-10, 000 
750-800 seats 
2500 
2000 


8-10 
8-10 


1-1% 
9-10 


3500 
450 














ground floor area totals for the $2,000 and 
$3,000 neighborhoods and the com- 
munity. These were attained with con- 
sideration of second story locations for 
some offices and separation of automo- 
bile service stations from the centers 
proper. 


Step 16: Allow parking area in relation to 
total facility area. Parking areas in both 
neighborhood and community shopping 
centers were provided for on the basis of 
one square foot for each square foot of 
shopping requirements. This one-to-one 
ratio is in line with requirements in 
near-in residential areas where a rather 
small percentage of the population will 
have need for automobiles. The income 
level of the families in the area also 
contributes to the low amount of parking 
space allowed. <A _ higher ratio un- 
doubtedly would prevail in areas of 
higher income or those farther removed 
from the central urban area. (31) 


Summary of Chicago Estimation 


The  $2,000-income neighborhood 
would be spending $1,546,800 a year 
within its own shopping center, for which 
it would require eight stores, three offices, 
and one service station. The $3,000- 
income neighborhood within its own 
shopping center would spend approxi- 
mately $2,029,500 a year, and require 
twelve stores, four offices and one service 
station. The ground floor area for the 
neighborhood shopping centers, in line 
with the estimated variation in average 
incomes and consequent needs, would 
occupy 1.34 and 1.66 acres respectively 
with one square foot of parking provided 
for each square foot of shopping. 

The community shopping center would 
collect receipts totaling $8,579,000 trom 
the seven neighborhoods, and would need 
as facilities two theaters, two automobile 
service stations, forty-five stores, and 
forty-eight offices. These facilities would 
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occupy 7.12 acres of ground floor area 
and also have parking area on a 1:1 ratio. 

The estimates arrived at represent 
minimum facility and area requirements. 
They differ considerably from conditions 
in the existing retail pattern of the area 
under study. They also differ from re- 
sults of other studies, in having fewer 
facilities, and particularly in respect to 
those dealing with suburban shopping 
centers (1, 2, 6, 30, 31, and 38). In this 
study, estimates are aimed to secure 
optimum conditions tor both manage- 
ment and consumer, and thus to reduce 
materially the usual rate ot business 
failures. In final designs, provision 
should be made for possible expansion of 
some facilities and addition of others as 
required. The community shopping 
cente: in particular could contain such 
added facilities as a post office sub-station 
and a bank or even a child nursery. 

In no sense are the results of cstima- 


tion for the particular Chicago area to be 
considered applicable to other areas. 
They might be useful in a comparative 
sense, but the individuality of the data 
differs considerably from area to area, 
city to city and in the various income 
groups. The method of this study, how- 


ever, should be easily and directly 
applicable. 


Location 


The failures of haphazardly-grown 
shopping districts and the factors contrib- 
uting to the success of those districts 
which flourish are of major importance 
in guiding the location of shopping 
centers for areas undergoing redevelop- 
ment. Three conditions obviously are to 
be met: 


(1) The shopping centers must be provided 
with adequate facilities to transport goods 
from wholesale sources. 

(2) They must be near purchasing power or 
transportation must be available to bring 
purchasing power to them. 
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(3) They should be near facilities serving the 
social life of the community (33, 34, 36, 
37, 39, and 40). 


In the Chicago area under study, the 
proposed major thoroughfare and ex- 
pressway system will give access to ready 
transportation of goods from outlying 
or urban markets to the neighborhood 
shopping centers. 

The shopping centers as planned for 
this redevelopment area are located in 
the central sections of the neighborhoods 
and of the community, so that the greatest 
amount of purchasing power can be 
drawn to them. Although provision is 
made for the motorist, the shopping 
centers are geared primarily for the 
pedestrian or the purchaser visiting 
them by public conveyance. 

They are planned near the social 
gathering places for the redeveloped area 
to lend additional emphasis to the social 
focal point of the neighborhood and to 
facilitate social cohesion. 

Plans suggested for shopping center 
locations in the Chicago problem areas 
are shown in Figures A, B, and C. 

Neighborhood Location. ‘The neighbor- 
hood store cluster ordinarily faces a busy 
street, on the edge of the residential area 
to be served. Such a location supposedly 
allows the family driver to pick up 
groceries on the way home from work. 
In areas lying near-in to the central part 
of the city, however, the rate of car owner- 
ship is low, and shoppers are mainly 
pedestrians. Thus the reason for an 
“edge location” disappears, and a loca- 
tion more accessible to all residents 
appears logical. 

In any neighborhood there will be 
some institutions, such as the elementary 
school, which are visited daily by mem- 
bers of many families. It is therefore 
logical, as shown in Figure B, that both 
school and shopping center be given a 
central location, readily reached from all 
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sections of the neighborhood. On or 
about the landscaped park-playground, 
these facilities, as well as the other 
buildings housing activities of neighbor- 
hood interest, find a convenient setting. 
If such a green is located in a large super- 
block, as shown in the figure, not only 
does a considerable portion of housing 
have a spacious, park-like setting, but all 
residents of the neighborhood have easy 
access to all facilities, either via the main 
street or through the park. 

Community Location. The traditional, 
unplanned community shopping center 
takes a street-straddle form in most cases. 
It grows in a haphazard way around a 
point of intersecting lines of public trans- 
portation which brings together a con- 
centration of shoppers. The consequent 
result is to pyramid buildings and to 
focus vehicular and pedestrian movement 
in a manner which increases traffic haz- 
ards for shoppers and creates traffic con- 
gestion—all factors which have contrib- 
uted to decentralization of business in 
our large urban centers. 
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These drawbacks are to be avoided 
when an area is redeveloped. In pro- 
posals for the redevelopment area under 
study, major thoroughfares pass through 
the community of neighborhoods as 
shown in Figure A. The great width of 
these thoroughfares—180 to 190 feet— 
and their high speed traffic will make 
pedestrian crossing extremely difficult, 
if not impossible. Though bridges or 
tunnels might be constructed to make 
such crossing easy and safe, it is doubtful 
whether the pedestrian would adjust to 
long, circuitous routes of that type. The 
logical location tor shopping centers in 
the redeveloped areas therefore requires 
abandonment of the traditional street- 
straddle arrangement around major street 
intersections. 


The community shopping center, like 
the neighborhood shopping centers, 
should be centrally located. It needs to 
be near, but not necessarily in immediate 
conjunction with, other buildings hous- 
ing activities of comnunity-wide interest. 
Further attention wi!l thereby be focused 
upon the common community interests 
and center permitting activities condi- 
tioning social cohesion. Since these other 
buildings likewise require central location 
(35, 38, 40, 41, and 42), a location 
adjacent to the community park-play- 
field provides the natural center tor them. 
They can be attractively and conveni- 
ently housed on the periphery of the 
playfield as shown in the alternative pro- 
posals presented in Figures C and D. 
The community high school, social 
center, and library branch could be com- 
bined into one structure, with the high 
school playfield adjacent. A _ building 
would also probably be tequired tor 
police, fire department, and possibly 
other governmental activities. A com- 
munity health center or hospital likewise 
might be considered suitable near this 
central meeting place. 
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The elementary school, churches, and 
other public buildings related to the 
adjacent neighborhood could also be 
located on the periphery of the com- 
munity park, but in closer conjunction to 
that neighborhood than would be the 
community buildings. 

Near the community shopping center, 
the placing of tower apartments might 
be considered feasible. This would make 
a greater amount of purchasing power 
readily available to the shopping center 
and further foster the center atmosphere. 
Other buildings might be needed for 
public or semi-public activities, but it is 
probably preferable to arrange for the 
multiple use of buildings rather than to 
allow encroachment upon any other 
parkland if this community area is to 
fulfill its function. 

Landscape treatment can be carefully 
given to keep occupants of the residential 
structures proposed on the park periphery 
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from overusing the park. The tower 
apartment dwellers should have restricted 
access, and the schools and their adjacent 
play areas should be subject to certain 
controls if indiscriminate use of the park 
is to be prevented. The park-like charac- 
ter of a community green can be pre- 
served despite peripheral use by other 
activities. In fact, a careful disposition of 
these buildings and treatment of their 
architecture and immediate surroundings 
can greatly enhance this broad green 
landscape. : 

The broad area relationships discussed 
above are portrayed in Figures A, C, 
and D. In Figure A, the relation of the 
community shopping center to the adja- 
cent neighborhood and major thorough- 
fares is emphasized. In actual practice, 
one of the major thoroughfares shown 
immediately adjacent to the shopping 
center in Figure A might be eliminated if 
the city’s transportation plan would fer- 
mit. Such a move would enlarge the 
purchasing power available to the center. 
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Design 


Shopping centers require location with 
relation to the living areas of the prospec- 
tive users. Their design needs to insure 
that, once built, they can function success- 
{ully in an economic and social sense, and 
prove more than a merely tolerable fac- 
tor in their particular social unit. 


The individual retail facility attracts 
the purchasers and, with proper group- 
ing, these tacilities exer! a cumulative 
pull. The “center attraction” then takes 
hold to draw the consumer dollar. This 
attraction can be greatly increased 
through harmonious and careful archi- 
tectural treatment of facilities. The in- 
dividual facilities may have special archi- 
tectural requirements which require at- 
tention. At the same time that individual 
requirements are met, however, the 


architectural treatment of each facility 
should be .subordinated to the whole if 


the center attraction is to prevail. Modu- 
lar construction will allow architectural 
unity without monotony, flexibility in 
adjustment of interior walls, and ready 
building maintenance under either single 
or group ownership. Examples of such 
unified treatment of suburban centers 
are of fairly recent date, but they have 
already proved themselves (31, 45, 46, 
47, 49, 50, 52, and 53). Along with 
increasing emphasis on the harmonious 
physical treatment of shopping center 
facilities they have emphasized the social 
implication of the design (33, 38, and 51), 


The location of the particular shopping 
centers for the areas under study favors 
the full design possibilities of the centers. 
All portions of the design reflect the 
center idea and the fundamental prin- 
ciple that shopping centers exist primarily 
to facilitate consumer purchasing. The 
following ten points require special check- 
ing if the centers are to be designed to 
fulfill this function: 
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. Vehicular access. 

. Pedestrian access not restricted by road- 
ways or parking areas. 

. Servicing of facilities. 

. Parking areas located for use by center 
shoppers and employees, and at odd 
hours by users of other facilities. 

- Public conveyance terminal in com- 
munity center. 

. Separation of movement to, from shopper 
movement within the centers. 

- Tot lots and nurseries for supervised 
child play. 

. Extension of center buildings into park 
area and introduction of simple land- 
scaping into dining terraces and court- 
yards. 

. Grouping of facilities to eliminate or re- 
duce ‘‘dead” business locations; and of 
theaters and other amusement facilities to 
form an “evening area.” 

10. Possibility of expansion. 


The designs included in this study— 
Figures B, C, and D—are aimed to illus- 
trate the broad relationships. Individual 
facilities, therefore, are not assigned exact 
locations as suggested in Point 9 in the 
above list. Theaters are considered in 
arranging an evening amusement center, 
however, and parking areas and covered 
passageways are provided to allow ready 
access to all sections. ‘“‘Dead’’ business 
sections, it is anticipated, will be reduced 
to a minimum with the careful relating 
of facilities (2, 12, 23, 24, 30, and 31). 

With concern for the preponderant 
group of center users which are pedes- 
trians, vehicular and pedestrian traffic 
has been definitely separated in the de- 
sign, and the parking facilities provided, 
though convenient, are limited. The ex- 
pansion of all of the centers is possible 
near parking areas where the centers will 
encroach upon park areas to a minimum 
extent. 

The design of centers in an actual re- 
development program will be limited, of 
course, by existing improvements which 
cannot be altered and by the investment 
considered reasonable. To give full 
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scope and emphasis to the basic relation- 
ships necessary if centers are to occupy a 
dominant role, however, the centers illus- 
trated in this study were designed with a 
minimum of restrictions. 

Neighborhood Design. The design of a 
neighborhood shopping center shown in 
Figure B involves use of the estimate of 
facilities for a $2,000-average-family- 
income neighborhood, as given in Table 
III. In this design, the park-playground 
is the central feature of the neighbor- 
hood. The park area extends finger-like 
to the main artery of the neighborhood. 
Shoppers can reach the shopping facili- 
ties via that artery, or by use of the park 
walks leading also to the playground, ele- 
mentary school and other public and 
semi-public buildings of neighborhood- 
wide interest. 

The shopping center faces an extension 
of the park proper, and beyond that park, 
a church-parochial school group. In a 
portion of that park extension, a tot lot 
for children of shoppers might conveni- 
ently be located. Parking areas adjoin- 
ing the center on the street side would also 
function for store servicing and be con- 
venient to the service station-garage. 

Community Design. The designs for com- 
munity shopping centers—Figures C and 
D—are based upon the estimated needs 
presented in Table V. The major differ- 
ences in the two designs are: (1) greater 
penetration of park into the shopping 
center in Figure C, (2) roof parking in 
Figure D, and (3) greater use of the 
shopping-lane-idea in Figure D. 

People of the community who live out- 
side the neighborhood containing the 
community shopping center will reach 
the center by private vehicle, public con- 
veyance, or by walking. If traffic is to 
move unhindered, vehicular access will 
probably necessitate grade separation 
underpasses beneath the major thorough- 
fares. Such an underpass would feed 
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into the local road adjacent to the center. 
An alternate scheme would move the 
vehicle into the fast stream of traffic on 
the major thoroughfare from the neighbor- 
hood, and then into the local road adja- 
cent to the center. At any rate, the local 
road directly connecting the community 
shopping center and the neighborhood in 
which it is located will be required. 

Pedestrians would need either over- or 
underpasses to cross major thoroughfares 
and have ready access to the center 
proper. These walkways would free 
them from traffic streams or parking 
areas. Plans shown in Figures C and D 
were evolved with consideration of such 
pedestrian needs. To make presentation 
simple, however, neither pedestrian 
routes nor the complicated road pattern 
related to grade-separated thoroughfares 
that may be required where graphically 
defined. 

Both of the community shopping 
center designs allow dual use of parking 
areas for store servicing and parking. In 
Figure C, servicing for a few stores, 
is shown as taking place from a narrow 
access roadway. In Figure D, through 
the use of ramps and bridges, roof park- 
ing is provided on part of the single story 
structures. In the latter design, parking 
necessitates considerable servicing from 
the “‘bus stop” roadway and a separate- 
access roadway. Near that separate- 
access roadway and the adjacent service 
station, additional parking could be 
readily provided. 

Bus terminals in both community 
center designs are centrally located, and 
ample allowance is made for any even- 
tual-size loading operations. Theaters 
are located so as readily to condition an 
evening amusement area. Service sta- 
tions are located so that either patrons of 
the shopping center or other motorists 
can use them without moving into the 
center proper. The architecture of these 
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buildings should be given careful con- 
sideration also, to maintain harmony in 
the center (44). 

In both plans provision is made for a 
combination office and hotel building of 
eight stories. The structure is visualized 
as containing professional offices and 
hotel facilities for permanent residents or 
for guests of community residents who, 
in the contemporary mode, will probably 
inhabit dwelling units minimum to their 
needs. Such an eight-story structure 
would provide a dominant note in the 
otherwise horizontal one-story grouping. 

Unhindered shopper movement from 
one facility to another, as made possible 
by these designs, will provide welcome 
relief from the hazards of most con- 
temporary unplanned shopping districts. 
With the location of the center at the 
periphery of the park and the penetration 
of some structures into the green, the 
centers will be more than tolerable in the 
urban physical pattern. 

Design will be a matter for close .co- 
operation between site planner and 
architect if it is worked out according to 
the foregoing. Projected in this manner, 
design can, along with good location and 
sound estimation of needs, make the 
shopping center a true focus for the 
economic and social life of the neighbor- 
hood and community. 

* * * * 


Sources for Shopping Center Facility Standards 


With fluctuations in price levels and 
change in merchandising methods, at best, 
these standards can serve only as a guide. 
Table VI pertains to conditions particular to 
Chicago. In some measure these standards 
might apply to similar problems in other 
urban areas. They should be carefully 
checked in relation to local practice, however, 
before being so used. 

Numerous individuals connected with 
chain and independent store operation were 
consulted in preparation of Table VI. The 
all too scarce literature on the subject was also 
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investigated. And where these sources failed 
to give sufficient data or differed considerably, 
current practices were observed. 

There are surprisingly consistent recom- 
mendations for some facility dimensions and 
areas in recent literature. The major pub- 
lished sources for such data which form a 
partial basis for Table VI include: Business 
Districts in Motion, by Joseph B. Hall (20); 
Basic Elements in Station Planning, by George J. 
Hemmeter (21); The Supermarket, by James 
Turnbill (25); Commercial Facilities, standards 
gathered by the U. S. National Housing 
Agency, Federal Public Housing Authority 
(28); The Community Builders’ Handbook, is- 
sued by the Urban Land Institute (31); and 
The Supermarket and the Changing Retail Structure, 
by M. M. Zimmerman (32). 

Numerous economic factors ordinarily 
make it difficult to arrive at gross annual 
receipt standards. In this study, however, 
we are assuming a given population and in- 
come in neighborhood and community. We 
are given a clear idea as to the probable 
expenditure pattern. The urban redeveloped 
neighborhood, to a large extent, will probably 
be set apart by major streets of considerable 
width. Such a street undoubtedly will act in 
a restrictive sense upon pedestrian and to a 
lesser extent upon vehicular movement. 
Thus, the neighborhood facilities will be the 
major shopping center for the daily needs of 
the population. With these circumstances in 
mind, the approximate gross annual receipts 
were determined. These standards should 
allow optimum conditions for management 
and likewise price and merchandise methods 
favorable to the consumer. Some optimum 
gross annual receipts are available in Expenses 
in Retail Business, published by the National 
Cash Register Company (22). Other pub- 
lished sources for such data or background 
material for computation of such data can be 
found in the following: Elizabeth A. Burn- 
ham, An Analysis of Operating Data for Small 
Department Stores, 1938-1942 (17); Edward F. 
Denison, Incomes in Selected Professions (19); 
the Small Business Manuals issued by the U. S. 
Department of Commerce, Bureau of Foreign 
and Domestic Commerce (26); and the Retail 
Store Operating Ratio Sheets issued by the 
U. S. Department of Commerce, Office of 
Domestic Commerce (27). 

The local economic situation and the ac- 
companying practices condition the rental 
figure equally as they do the gross annual 
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receipt figures. A general guide for rental 
data can be found in the publication of the 
National Cash Register Company, before 
mentioned (22), in the brochure, Picking a 
Location for a Small Business, by the New York 
State Department of Commerce (23); and in 
the more recent and complete review of the 
subject in The Community Builders’ Handbook 
(31). Consideration of such published data 
and a check with local practices resulted in 
the column in Table VI, “Rent as Percent of 
Receipts.” Rental figures used pertain par- 
ticularly to those current in early 1947 and 
should be carefully checked if considered as 
a guide. Percentage leases are being ex- 
tended in use and thus are used probably to 
greater extent in this study than is common 
in current practice. 


Table VI Facility Headings 


The major portion of the unpublished 
material which formed a substantial basis for 
Table VI is summarized under the following 
facility headings: 

Supermarket. The modern supermarket 
aims for low margin of profit and a high rate 
of turnover. The self-service system, with a 
minimum of employees, meets these require- 
ments. One large national chain sets a mini- 
mum of $10,000 weekly gross sales. In a few 
cases, their supermarkets reach $20,000 to 
$30,000 weekly gross sales. The largest su- 
permarkets are now planned with 100x125- 
150 foot dimensions. 

Grocery. This type of food store may be 
partially planned for self-service. More fre- 
quently, however, the employees entirely 
serve the purchaser. Quality foods and off- 
hour service are the main features of the gro- 
cery. A mid-western chain operating stores 
of this type prefers a location 50x125 feet in 
dimension, but their locations range in size 
from 2500 to 7000 square feet. 

Drugstore. Probably within each neighbor- 
hood, one currency exchange will be needed 
and quite logically it might be located in the 
drugstore. The three types of this facility and 
the general characteristics of each follow: 
(1). Small Independent. The store is about 
25x65 feet in dimension, serves a neighbor- 
hood of about 10,000 population, and has 
gross annual sales of about $60,000 to $75,000 
per year. Rents range from 5 to 6 percent of 
gross annual receipts. (2). Chain Store Special- 
izing in Quality. The store is about 30x80 


feet in dimension, grosses about $125,000 
annually, and pays a rental of 5 to 6 percent of 
gross annual receipts. (3). Chain Store Special- 
tzing in Volume and Low Prices. A large mid- 
western chain operating facilities of this type 
requires locations of about 40x80 or 90 fect 
in dimension. They estimate that a popula- 
tion of 18,000 to 20,000 people is required to 
give substantial receipts to one of their outlets. 
Gross annual receipts should approximate 
$200,000. However, many of their stores 
gross only $100,000 annually, while a few 
gross over a million dollars in a single year. 
Rentals vary from 3 to 4 percent of gross 
annual. receipts. 

Hardware. The modern hardware store 
caters primarily to home and automobile 
owners. A midwestern hardware chain now 
seeks locations in the outlying districts of a 
city where traffic congestion is lessened and 
where land is readily available for parking 
purposes. Their stores are now planned for 
dimensions of 35-50x100 feet and minimum 
gross annual sales of $100,000 and preferably 
$150,000, per facility. 

General Merchandise or Small Department Store. 
Price and merchandising demands of the food 
purchaser gave rise to the supermarket. Most 
purchasers tend to favor stores of the super- 
market type, in which a variety of merchan- 
dise is conveniently available under one roof. 
Supermarkets selling other than food items 
have proved successful when care is taken in 
selection of goods to be sold, and proper mer- 
chandising methods are maintained. The 
experience of Greenbelt, Maryland is valu- 
able in this regard, as given by Victor W. 
Bennett in Consumers and the Greenbelt Co- 
operative (16). This type of facility, proposed 
for the neighborhood shopping centers, would 
handle some clothing, variety goods, furni- 
ture and other household equipment. It 
might also contain a post office sub-station. 
A community shopping center facility of this 
type probably would handle similar mer- 
chandise, but also would handle merchandise 
of a higher type than generally is available in 
other community facilities. Such a commu- 
nity facility could well be a branch of a large 
local department store. 

Variety. One national chain with outlets of 
this type prefers locations of 40 to 50 feet by 
125 feet in dimension. Gross annual receipts 
should attain a minimum of $100,000 and 
preferably center around $200,000. 
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FRONTIERS OF HOUSING RESEARCH 


Of interest to readers of this journal is the announcement of a symposium, Frontiers of 
Housing Research to be held on the campus of the University of Wisconsin in September of 1948. 
The meeting is jointly sponsored by the Committee on Housing Research of the Social Science 
Research Council and the University of Wisconsin Committee on the Regional Planning 
Course. The program, which has been planned by a committee under the chairmanship of 
Ernest M. Fisher of Columbia University, includes a discussion of such pertinent subjects as: 
“The Neighborhood Concept in Theory and Application,” “Relationships of Technological 
and Social Research in Housing,” “Measuring Effective Demand in the Housing Markct,” 
and “Housing Needs and Housing Standards.” 

Among those who have accepted the invitation to participate in this free exchange of 
ideas are: Gerald Breese, Secretary, Committee on Housing Research, Social Science Re- 
search Council, Washington, D. C.; Nicholas Demerath, Associate Professor of Sociology, 
University of North Carolina; James C. Downs, Jr., President, Real Estate Research Corpora- 
tion, Chicago; Ernest M. Fisher, Director, Institute for Urban Land Use and Housing Studies, 
Columbia University; Benjamin Handler, Housing Economist, Washington, D.C.,; Robert B. 
Mitchell, Executive Director, Philadelphia City Planning Commission; Richard U. Ratcliff, 
Professor of Land Economics, University of Wisconsin; Svend Riemer, Associate Professor of 
Sociology, University of Wisconsin; Arthur Weimer, Dean, School of Business, Indiana 
University; Elizabeth Wood, Executive Director, Chicago Housing Authority; and Coleman 
Woodbury, Visting Professor of Housing, University of Wisconsin. 

It is to be hoped that the significant findings of this group will be made available in 
printed form and the program planners are considering this possibility. 
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The Employee Interest in Public Utility Merger and 
Abandonment Cases 


By H. H. GOLDIN* 


Die-cast tees the concept of 
the “‘public interest” in utility regu- 
lation has been framed in terms of the 
interests of consumers, investors, the 
public at large, or the general competi- 
tive, enterprise system. Within the past 
two decades, however, the concept has 
been further broadened to take account, 
more explicitly, of the interests of em- 
ployees. This development is illustrated 
at the federal level by a series of measures 
initiated in the 1930’s, to protect public 
utility employees affected by merger or 
abandonment of facilities. 

First applied in the railroad industry, 
and later extended to other utility 
services, merger labor-protection meas- 
ures have on various occasions received 
the approval of Congress and the Su- 
preme Court as equitable provisions tend- 
ing to promote a stable labor force and 
a high level of utility service. Just as the 
stockholder or bondholder is entitled in a 
merger proceeding to a fair arrangement 
with respect to his monetary investment, 
so, it was held, the employee is entitled to 
recognition of his investment of years of 
service in the industry. 

The origins and development of these 
measures and some of the problems en- 
countered in their administration are 
traced below with reference to the trans- 
portation and communications industries. 


Railroad Industry 


Mergers. ‘The Transportation Act of 
1920 directed the Interstate Commerce 


*Assistant Chief, Economics and Statistics Division, 
Federal Communications Commission. The views ex- 
pressed herein are those of the author and do not neces- 
sarily reflec. the views of the Federal Communications 
Commission. 


first time at the national level. 


Commission to prepare a plan for the 
consolidation of railways into a limited 
number of competitive systems. After 
formulating a tentative proposal, the ICC 
held hearings extending over most of the 
decade, with railroad management in 
general appearing indifferent or hostile to 
to any grand consolidation scheme. Fol- 
lowing the crash of 1929, however, the 
railroads evidenced much greater in- 
terest in mergers as a means of cutting 
costs. 


In this same context of economic hard- 
ship, the impact of consolidations on the 
affected employees was considered for the 
The 
issue was raised by the Railway Labor 
Executives’ Association, in December 
1929, when it strongly opposed the an- 
nounced plan of the ICC for consolidat- 
ing the railroads into 21 systems. And 
when in the spring of 1930 the consoli- 
dation of the Great Northern and the 
Northern Pacific systems was authorized, 
labor was partially instrumental in hav- 
ing a Senate resolution introduced to 
suspend the authority of the ICC to ap- 
prove further consolidations. Represen- 
tatives of the Brotherhoods pointed to data 
submitted by the Great Northern and 
Northern Pacific Railroads showing that 
of the $10,000,000 to be saved annually 
as the result of the merger, $8,000,000 
would come from reduction of employees. 
Labor demanded that hardships and 
losses imposed on employees be compen- 
sated, without imposing an unreasonable 
burden on the carriers involved. 


In addition to seeking legislative aid, 
the unions raised. the issue in direct col- 
lective bargaining negotiations. During 
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1931 and 1932, while agreeing to a 
general wage cut, the unions sought 
management accord on a minimal pro- 
gram of labor protection in merger cases. 
No agreement, however, could be 
reached at that time. 

After the advent of the ““New Deal,” 
an Emergency Railroad Transportation 
Bill was introduced to rescue the industry 
from threatened wholesale bankruptcy. 
The measure proposed to establish a 
Federal Coordinator of Transportation 
who would encourage, and, if necessary, 
force widescale railroad consolidations 
consonant with the public interest. Dur- 
ing hearings on the bill, the 21 standard 
railway brotherhoods opposed the meas- 
ure on the grounds that it would deprive 
thousands of employees of their jobs, 
seriously reduce transportation service 
to the public, and retard economic re- 
covery. Donald Richberg, spokesman 
for the unions at the time, pointed to the 
drop of almost 800,000 in the railway 
labor force between 1920 and 1931. The 
morale and efficiency of the labor force 
were at stake, he insisted, and conse- 
quently the efficiency and economy of 
the railroad service itself. Merger, he 
argued, was a mere palliative and he 
urged other measures designed to mod- 
ernize the industry. If, however, Con- 
gress was determined to adopt a policy 
of consolidations, Richberg maintained 
that the program should protect em- 
ployees no less than bondholders. 

While vigorously opposed by manage- 
ment representatives, Richberg’s testi- 
mony received overwhelming Congres- 
sional support, and the bill was amended 
to include labor protection. With the 
general labor market badly depressed, to 
permit the railroads a free hand in dis- 
posing of surplus employees appeared 
to Congress highly inequitable and in- 
consistent with the objectives of the 
national recovery program. ‘Typical of 
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statements made during the debate on 
the bill were the following: 


“Only a detailed study of the results of rail- 
way unifications can show the misery which 
they have brought, and potentially may 
bring, to railway workers and to communities 
dependent upon railway operations. During 
the hearings upon this bill, and in their efforts 
to bring about the amendments which have 
been added to the bill as now presented, the 
standard railway labor organizations have 
earned the gratitude of this body and of the 
Nation for their clear demonstration of the 
dangers inherent in the uncontrolled re- 
organization first proposed.” 


‘*. . . We should defeat our own purpose if 
we passed legislation here that would deprive 
150,000 men of their present jobs in order, 
presumably, that 150,000 or any other num- 
ber of men might get jobs in the erection of 
public works and in the prosecution of our 
project of reforestation.” 


While from time to time individual 
companies had provided for employees 
affected by mergers, the Emergency Act 
of 1933 was the first instance of Congress 
imposing this obligation on an entire in- 
dustry. Included under Section 7 of the 
Act were four specific labor protection 
measures. The first directed the Co- 
ordinator to confer with committees of 
railway labor organizations before issu- 
ing any orders requiring changes in serv- 
ice or operation. The second provided 
that the number of employees in the 
service of a carrier was not to be reduced 
below the number at work in May 1933 
by reason of any action taken under 
authority of the act; curtailment of forces 
was limited to vacancies created by 
death, normal retirements and resigna- 
tions and was not to be in excess of 5 
percent in any one year. The third pro- 
viso guaranteed job and wage protection 
to all employees in service during May 
1933 insofar as any consolidation meas- 
ures were effected under the Emergency 
Act. Finally, the railroads were required 
to compensate employees for property 
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losses and expenses resulting from trans- 
fers caused by consolidations. In addi- 
tion, other sections of the act protected 
the contracts and collective bargaining 
rights of the employees, and directed the 
Coordinator to investigate means for 
stabilizing railroad labor employment 
and promoting other improvments of 
labor conditions and relations. 

The Act of 1933 was avowedly a stop- 
gap measure designed for an emergency 
situation. From the viewpoint of labor, 
the job and wage protection was limited 
to employees in service during May 1933, 
and with the passage of time the number 
of those protected grew steadily less. 
Management, on the other hand, main- 
tained that the provisions were too rigid 
and prevented many consolidations. 

To ensure a thorough review of the rail- 
road labor situation, especially in connec- 
tion with coordination projects and other 
labor-saving improvements, Coordinator 


Joseph B. Eastman appointed an advisory 
committee of distinguished specialists 


in the field of industrial relations. After 
months of study, the committee con- 
cluded that not only were employees en- 
titled to protection but recommended a 
comprehensive program of protection. 
Certain of the committee’s proposals, in- 
cluding merging of seniority, retirement 
annuities, dismissal pay, and compensa- 
tion for transfer expenses were incorpo- 
rated in a bill recommended to Congress 
by the Coordinator. 

While the measure was pending the 
Supreme Court voided the first Railroad 
Retirement Act. Fearing a similar fate 
for other railway labor legislation, and in 
view of the imminent demise of the 
Emergency Transportation Act, the Co- 
ordinator and later President Roosevelt 
urged management and labor to negoti- 
ate a voluntary agreement covering the 
merger problems. In May 1936, such 
an agreement was finally concluded by 
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the 21 railway labor unions with practi- 
cally all of the railroad lines. 

The pact, known as the Washington 
Job Agreement, was hailed as a mile- 
stone in labor-management collective 
bargaining relationships. Within 4 years 
after refusing to accept a minimal job- 
protection program, railroad manage- 
ment went farther than any other indus- 
try in accepting responsibility for em- 
ployees affected by consolidations. The 
major provisions of the agreement are 
briefly summarized below. 

Notification and preliminary negotiation 
process. The agreement provides for 90 
days’ written notice to employees affected 
by a contemplated merger, together with 
an estimate by the company of the 
number of employees of each class af- 
fected by the proposed changes. Arrange- 
ments are at the same time to be made 
for a conference between the union and 
the carrier, and plans for merging of the 
labor forces are to be determined jointly 
by these parties. 

Protection of employee’s position. Follow- 
ing a merger, an employee in exercise of 
his seniority rights may obtain a position 
of equal or higher compensation in the 
merged company. If, however, after 
exercising his seniority rights, the em- 
ployee is placed in a worse position with 
respect to compensation and rules govern- 
ing work conditions, he is entitled to a 
monthly ‘“‘displacement allowance.” This 
allowance is to equal the difference be- 
tween the monthly compensation re- 
ceived in the new position and one- 
twelfth of the compensation received 
during the last 12 months of service in 
the former position. The period during 
which the allowance is to be paid is to 
extend for a maximum of 5 years. 

Coordination allowances. An employee 
dismissed as a result of the merger be- 
cause of the abolition of his position or 
through the exercise of seniority rights by 
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another employee is to receive a “coordi- 
nation allowance.” ‘This payment is to 
equal 60 percent of the average monthly 
compensation received by the employee 
in the last 12 months of service. If the 
employee is employed on another rail- 
road, his coordination allowance is to be 
reduced accordingly. The period dur- 
ing which the allowance is to be paid is 
graduated according to the length of 
service of the employee, with a maximum 
of 5 years. If the employee resigns, he is 
to receive a lump sum payment. 

Protection of employee benefits. No em- 
ployee affected by the merger is to be 
deprived during the protective period of 
benefits such as free transportation, 
pensions, hospitalization, and relief, so 
long as such benefits are accorded to other 
employees. 

Reimbursement for transfers. An em- 
ployee required to transfer during the 
protective period is to be reimbursed for 
moving, traveling, and living expenses 
for himself and his family, including 
wages lost during the time required for 
such transfer. 

Reimbursement for sale or lease of home. If 
an employee owns his own home in the 
locality from which he is required to 
move, he shall be reimbursed by the 
carrier for any loss in the sale of his home 
for less than its fair value. If the em- 
ployee has a contract to purchase a home, 
the carrier shall protect him against 
loss to the extent of the fair value of his 
equity in the home. If, finally, the em- 
ployee holds an unexpired lease, the 
carrier shall protect him from all loss 
in the cancellation of the lease. Where a 
controversy arises between the repre- 
sentatives of the employees and the 
carrier, the dispute may be referred to a 
board of three real estate appraisers 
whose decision is to be final. 

Arbitration of disputes. For settlement of 
all disputes, with the exception of those 
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arising out of the above provision, a 
committee of carriers and unions is pro- 
vided; if the committee is unable to agree, 
it is to select a neutral referee, and the 
decision of the referee shall be final. 

Effective date of agreement. The agree- 
ment was made binding for a 5-year 
period beginning June 18, 1936 and is to 
continue thereafter with the proviso that 
any carrier or union may withdraw after 
one year’s notice. 

After the abolition in 1936 of the Office 
of the Coordinator of Transportation, 
railroad mergers could be effected only 
under the Interstate Commerce Act. 
While this act did not contain a specific 
labor-protection clause, paragraph 5(4) 
as amended in 1933 directed the Inter- 
state Commerce Commission to deter- 
mine whether consolidations coming 
under its jurisdiction would serve the 
public interest. In the St. Paul Bridge © 
Terminal Railroad Company Control case 
(1934), Division 4 of the ICC stated that 
the language in paragraph 5(4) was 
broad enough to comprehend every pub- 
lic interest; that, since employees are 
important elements of the railway trans- 
portation industry and of the communi- 
ties in which railways operate, their in- 
terest in changes in management, owner- 
ship, or operations of the companies by 
which they are employed is manifest; 
that it is likewise manifest that theirs is a 
public interest as well as a private interest; 
and that just and reasonable require- 
ments on behalf of employees may be 
required.!_ The Chicago Great Western 
Railroad was accordingly required to 
protect the conditions of service of em- 
ployees of the leased company, including 
protection of seniority rights, employment 
tenure, pay scale, pensions, sick funds, 
and other benefits or allowances. 

Following the Job Agreement of 1936, 
the ICC substantially adopted the pro- 


1199 I. C. C. 588 (1934). 
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visions of that agreement as the minimum 
labor protection to be required of merg- 
ing railway lines. The Commission’s 
authority to impose these conditions was 
challenged in United States v. Lowden, and 
the case was carried to the Supreme 
Court in 1939. In its decision upholding 
the ICC, the Court declared: 


‘|. . we cannot say that the just and reason- 
able conditions imposed on appellees in this 
case will not promote the public interest in its 
statutory meaning by facilitating the national 
policy of railroad consolidation, that it will 
not tend to prevent interruption of interstate 
commerce through labor disputes growing 
out of labor grievances, or that it will not pro- 
mote that efficiency of service which common 
experience teaches is advanced by the just 
and reasonable treatment of those who serve. 
In the light of that record too we do not 
doubt that Congress, by its choice of the 
broad language of Section 5(4)(b) intended 
at least to permit the Commission, in author- 
izing railroad consolidations and leases, to 
impose upon carriers conditions related, as 
these are, to the public policy of the Trans- 
portation Act to facilitate railroad consolida- 
tion, and to promote the adequacy and effi- 
ciency of the railroad transportation system.”’? 


While the Court thus affirmed the 
ICC’s interpretation of the public inter- 
est Congress had under consideration pro- 
posed amendments to the Interstate 
Commerce Act. With few dissenting 
voices, Congress agreed that a sound 
national transportation policy required 
adequate protection of the labor interest 
and insisted on writing into the Transpor- 
tation Act of 1940 specific guarantees to 
employees affected by mergers, as follows: 


Section 5(2)(f)—“‘As a condition of its 
approval, under this paragraph (2), of any 
transaction involving a carrier or carriers by 
railroad subject to the provisions of this part, 
the Commission shall require a fair and equit- 
able arrangement to protect the interests-of the 
railroad employees affected. In its order of 
approval the Commission shall include terms 
and conditions providing that during the 


2308 U. S. 225,238 (1939). 
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period of 4 years from the effective date of 
such order such transaction will not result in 
employees of the carrier or carriers by rail- 
road affected by such order being in a worse 
position with respect to their employment, 
except that the protection afforded to any 
employee pursuant to this sentence shall not 
be required to continue for a longer period, 
following the effective date of such order, 
than the period during which such employee 
was in the employ of such carrier or carriers 
prior to the effective date of such order. 
Notwithstanding any other provisions of this 
act, an agreement pertaining to the pro- 
tection of the interests of said employees may 
hereafter be entered into by any carrier or 
carriers by railroad and the duly authorized 
representative or representatives of its or 
their employees.” 


In addition to the employee interest, the 
ICC was directed to consider specifically 
three other criteria in determining 
whether a proposed merger would be in 
the public interest: the effect of the 
merger on transportation service to the 
public; ‘the effect on the public interest 
of the inclusion, or failure to include 
other railroads in the territory in the 
proposed transaction; and the total fixed 
charges resulting from the proposed 
transaction. 

Since the adoption of the Transporta- 
tion Act of 1940, the Commission’s labor- 
protection policy has evolved, broadly, 
into three lines of action. Most com- 
monly, the carriers and the unions in- 
volved in consolidation cases are covered 
by the Washington Job Agreement and 
the Commission stipulates that Agree- 
ment as one of the conditions of approv- 
ing the merger. Even if the particular 
merger action is not covered by the 
Agreement, the parties may agree to it, 
and it is accepted by the Commission. 

If, however, the Washington pact is not 
involved, and the parties cannot agree, 
the Commission will impose its own con- 
ditions if there is evidence that labor is 
affected by the merger. The ICC pro- 
visions, while generally similar to those of 
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the Washington Agreement, differ in 
several important respects. The Com- 
mission is bound under Section 5(2)(f) of 
the Interstate Commerce Act to limit 
protection to a maximum of 4 years, 
whereas under the Washington Agree- 
ment the protective period in any particu- 
lar consolidation extends over 5 years. 
In addition, whereas the period of pro- 
tection under 5(2)(f) runs from the date 
of the approval of the merger, under the 
job protection agreement it begins when 
the merger is actually consummated, 
which may be a year or two later. Under 
the ICC conditions, an employee deprived 
of employment receives a monthly allow- 
ance equal to one-twelfth of the compen- 
sation received in the previous 12 months 
of employment; under the Washington 
pact the employee receives only 60 per- 
cent of his previous average monthly 
compensation. Under the ICC condi- 


tions, compensation earned from other 


work may be used as an offset in comput- 
ing his allowance; under the Washington 
agreement only such money as a dis- 
placed employee earns from another 
railroad during his protected period can 
be used to offset his dismissal allowance. 
The third type of Commission action 
arises in consolidation cases where no 
labor interest appears to be involved, or 
where the existence of such an interest 
may be present but cannot be definitely 
established. The Commission policy in 
all such cases, since the Chicago & North- 
western Railway Company Merger (May 29, 
1946) is to impose as a condition of 
merger the exact language of Section 
5(2)(f).8 This provides a basis for a more 
specific agreement between the parties 
should it later turn out that labor pro- 
tection is needed, and if the parties can- 
not agree, the ICC may be requested to 
reopen the case. 
Abandonment of facilities. 


3261 I. C. C. 672 (1946). 


While the 
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ICC’s obligation to require labor pro- 
tection as a condition of approving 
mergers was thus firmly established, ex- 
tension of the policy to cover cases in- 
volving abandonment of facilities was 
being urged by the railway unions. 
Under Section 1 (18)-(20) of the Inter- 
state Commerce Act, the ICC is directed 
to determine whether any proposed 
abandonment of facilities will be in the 
public interest and to attach such terms 
and conditions as in its judgment the 
public convenience and necessity may 
require. In a number of decisions, the 
ICC ruled that it lacked authority to im- 
pose labor-protection conditions under 
this section of the Act. This view was 
challenged by the Railway Labor Exec- 
utives’ Association in Interstate Commerce 
Commission v. Railway Labor Executives’ 
Association, with the Supreme Court in 
1942 ruling that the ICC had authority 
to attach terms and conditions for the 
benefit of employees displaced by rail- 
road abandonments. Justice Hugo Black, 
speaking for the majority, declared: 


‘“. , . the immediate result of permitting the 
abandonment itself is a private benefit for the 
railroad in the form of savings realized by 
discontinuing uneconomic services. The jus- 
tification lies in the benefit to the transporta- 
tion system which the Commission concluded 
the abandonment would produce. There is 
nothing in the Act to prevent the Commission 
from taking action in the furtherance of the 
‘public convenience and necessity’ merely 
because the total impact of that action will 
include benefits to private persons, either 
carriers or employees. The Lowden case 
specifically recognizes that the imposition of 
conditions similar to those sought here might 
strengthen the national system through their 
effect on the morale and stability of railway 
workers generally. Exactly the same con- 
siderations of national importance are appli- 
cable and operative here.’ 


In line with this decision, the ICC has 
required labor protection in abandon- 


4315 U. S. 373,378 (1942). 
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ment cases where such protection has 
been judged to be in the public interest. 
The specific terms may be agreed upon 
by the parties, or if an agreement cannot 
be reached, the Commission imposes 
conditions closely resembling those it re- 
quires in merger cases. In proceedings 
involving the abandonment of an entire 
line or system, however, the Commission 
has declined to impose conditions for the 
protection of employees. 

Because abandonment cases are much 
more frequent than consolidation proce- 
dures, the railway unions are currently 
seeking to broaden the scope of the 
Washington Job Agreement to cover such 
cases. Thus far, however, no agreement 
has been reached with the carriers. 

Thus, within a period of 15 years, a 
new area of railroad employee rights has 
been staked. A procedure governing 
consolidations and abandonments has 
been developed which has been accept- 
able to the rank and file of railroad 
employees as fair and equitable. It does 
not ensure absolute protection; even 
during the protective period, employees 
are subject to dismissal or ‘‘bumping” 
into lower grade jobs as a result of the 
consolidation of labor forces. However, 
since the procedure is based on general 
recognition of seniority rights, with an 
appeal machinery for aggrieved em- 
ployees carrying all the way to the 
annual convention floor of the unions, 
discontent and unrest are minimized. 
On the other side, management, rec- 
ognizing the advantages to be derived 
from improved employee relations, has 
withdrawn from its original intransigent 
position and has come to accept employee 
protection as another rule of the game. 
Government, including Congress, the 
Federal Coordinator of Transportation, 
the Interstate Commerce Commission, 
and the Supreme Court, has given its 
blessing to the policy as an essential 
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element in protecting the public interest 
in merger and abandonment cases. 


Motor and Water Transport 


Under Section 5 of the Interstate Com- 
merce Act, the ICC is also required to 
pass on proposed mergers of motor or 
water carriers. Under its. mandate to 
protect the public interest, the Commis- 
sion is required to give consideration to 
the employee interests involved, although 
the specific labor protection provisions of 
the Act are limited to rail carriers. Thus, 
in a recent decision approving control by 
the Greyhound Corporation of the Cin- 
cinnati & Lake Erie Transport Company, 
the ICC pointed out that the 468 em- 
ployees of the latter company would re- 
tain their seniority rights and their ex- 
isting labor contracts would be honored 
by the Greyhound Corporation. In an- 
other decision the Commission, in con- 
sidering the employee interest, stated that 
the applicant in the consolidation case 
had promised that no employees would 
be dismissed as a result of the transaction 
and that the company had agreed to 
enter collective bargaining relationships 
with the union to afford protection to the 
employees involved. Other cases may 
also be cited in which the ICC has taken 
cognizance of the interests of employees 
by pointing out that their employment 
and wages would be unaffected by the 
particular mergers of motor or water 
carriers. 


Aviation 


The utilization of the yardstick of em- 
ployee interest in mergers is also presently 
being considered in the regulation of the 
youngest of the transportation industries. 
In a case before the Civil Aeronautics 
Board involving the proposed consol- 
idation of the Pennsylvania-Central Air- 
lines and the Northeast Airlines, the is- 
sue of employee protection was raised 
for the first time. 
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Two of the unions involved, the 
Brotherhood of Railway and Steamship 
Clerks, Freight Handlers, Express and 
Station Employees, and the International 
Association of Machinists, maintained 
that the same terms of protection be 
given to the airline employees as is given 
railroad employees. The Air Line Pilots 
Association, in behalf of its members, 
urged that there be no reduction in em- 
ployment and claimed the right to es- 
tablish new seniority lists merging the 
Pennsylvania and Northeast pilots. The 
unions cited the similarity of Section 408 
of the Civil Aeronautics Act to Section 5 
of the Interstate Commerce Act under 
which the ICC had granted employee 
protection prior to the specific labor pro- 
visions added in 1940. 

A representative of the Pennsylvania- 
Central management testified that the 
company was willing to accept reasonable 
protection, but maintained that the 
standards applicable to the railroad in- 
dustry were not applicable to a young 
industry where the men had only 2 to 4 
years of seniority. 

The CAB trial examiner, in urging 
approval of the proposed merger, recom- 
mended that the Board grant labor pro- 
tection but made no recommendations as 
to the specific terms of the protection. 
Subsequently, for reasons unconnected 
with the labor protection issue, the Penn- 
sylvania-Central petitioned that the case 
be dismissed, which was agreed to by the 
CAB. 

The labor-protection issue was again 
raised in the purchase by the United 
Air Lines of route No. 68 of the Western 
Air Lines; the purchase was approved by 
the CAB on August 26, 1947. The 
Boaid’s opinion in the case pointed out 
that Western’s president had testified that 
every Western employee engaged on 
route No. 68 would be absorbed else- 
where in the Western system, with due 


regard for seniority, and that the com- 
pany would pay the moving expenses of 
the employees affected. The Board 
therefore concluded that it did not need 
to impose any labor-protection condi- 
tions. 

Within a week of the above decision, 
Western proceeded to furlough 23 pilots 
that had been engaged on route 68; it 
also laid off ground personnel and 
stewardesses. Three unions, representing 
different segments of the Western labor 
force, thereupon petitioned the CAB to 
amend its order to impose labor condi- 
tions. The Air Line Pilots Association 
in its petition referred to a resolution 
adopted by its executive board on May 
24, 1947 establishing a union policy of 
employee protection, including equitable 
merger of seniority, as follows: 

“Resolved, That in the event of a merger, 
acquisition, consolidation or any other form 
of the acquiring by one air line of another air 
line or a part thereof, that the air line pilots 
flying on such air line or portions thereof at 
the time such event occurs are considered as 
being acquired with the air line or portion 
thereof and their respective accrued seniority 
rights remain as their possession and continue 
to accrue as their possession after such owner- 
ship and moreover, that such pilots and co- 
pilots flying on such air line at that time can- 
not be dealt with unfairly and their continued 
employment with the purchasing company 
endangered or prejudiced in any manner. 

“The number of pilots affected by such 
event should in no case be larger or smaller 
than the normal number of pilots used in that 
operation at the time this event is approved 
by the CAB.” 

The petitions of the unions were heard 
by the Public Counsel of the CAB who 
agreed that the case should be reopened 
to provide adequate protection for the 
employees, either by voluntary agreement 
of all the parties involved, or, failing tnat, 
by order of the CAB. A final decision 
by the Board itself, on the petition of the 
unions is pending. Affirmation by the 
Board of the Public Counsel’s recom- 
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mendation would constitute a significant 
precedent for future airline mergers. 


Telephone 


The precedent established in the trans- 
portation industry was reinforced in the 
communications field. In approving the 
unification of the Keystone System com- 
panies with the New Jersey Bell Tele- 
phone Company and the Bell Telephone 
Company of Pennsylvania in February 
1943, the Federal Communications Com- 
mission set forth the principle of equitable 
employee treatment, as follows: 


“Upon consolidation, it is proposed that 
employees of the Keystone System companies 
will be absorbed into the consolidated com- 
panies at rates of pay no less than those re- 
ceived by such employees at the time of con- 
solidation. Thereafter, such employees are 
to be treated for purposes of position, ad- 
vancement, discharge, and pension right as 
if they had been applicants’ employees dur- 
ing the period of their employment by the 
Keystone System companies. If these pro- 
posals are carried out, the acquisitions which 
are the subject of this proceeding will not lead 
to action prejudicial to the interests of the 
employees of the Keystone System companies, 
but will be to their advantage.’’5 


This same principle of employee pro- 
tection has been applied in other tele- 
phone mergers, including those involving 
the Carolina Telephone and Telegraph 
Company and the Eastern Telephone 
Company, and the Southern Bell and the 
Milton Telephone Exchange. 


Telegraph 


Western Union-Postal Telegraph Merger. 
The major case involving the disposition 
of employees in a communications merge1 
occurred in the telegraph industry. Dur- 
ing the 1930’s, the two major domestic 
telegraph carriers, Western Union and 
the Postal Telegraph Company, fell on 
hard times and sought Congressional 
consent to merge. In_ considering 


59 F.C. C. 261,267 (1943). 
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whether the establishment of a telegraph 
monopoly would be in the public interest, 
Senate and House committees repeatedly 
recommended as complete employee pro- 
tection as was practicable. The reasons 
advanced for the recommendation were 
numerous: 


(1) The virtual unanimity on the need for 
labor protection expressed by the representa- 
tives of management and the interested gov- 
ernment departments, as well as by repre- 
sentatives of the labor organizations. 

(2) The fact that the merger would leave 
Western Union a virtually complete monopo- 
list in the domestic telegraph field, and em- 
ployees not absorbed by the merged carrier 
would have no alternative but to leave the in- 
dustry. A large proportion of the employees 
involved had 10 or more years of service in 
the industry. 

(3) The undesirability in the period before 
1941 of permitting the Postal labor force to 
be thrown on a generally depressed labor 
market. 

(4) The high turnover rate in telegraph 
after 1942, when jobs were available at 
higher wages in war industries. The attrition 
rate reached 7,000 per year in the non- 
messenger force compared to Postal’s entire 
adult labor force of 9,000. 

(5) The vital need during the war of main- 
taining a stable, experienced employee force 
to move the greatly expanded volume of 
telegraph traffic. 

(6) The belief that the economies of merger 
would more than offset the extra cost of 
employee protection. 

(7) The precedent established in the rail- 
road industry. 


The merger legislation as _ finally 
adopted by Congress in 1943 contained 
a program of labor protection which in 
some respects went beyond that required 
in the railroad industry. The specific 
provisions of the Act, summarized below, 
covered job and wage protection, trans- 
fers, pensions and benefits, military fur- 
loughs, collective bargaining agreements, 
and enforcement procedure. 

Job and wage protection. The legislation 
distinguished between employees hired 
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before March 1, 1941, the assumed date 
of wartime expansion in the industry, and 
those hired subsequently. An employee 
hired on or before March 1 was guaran- 
teed employment after the merger ap- 
proval date for a period at least equal to 
his years of prior employment in the in- 
dustry, with a ceiling of 4 years. During 
this period, the employee’s compensation 
was not to be reduced nor was he to be 
assigned work inconsistent with his past 
training and experience in the industry. 

The length of nominal job protection 
for employees hired after March 1 was 
computed on the same basis as above, 
and if employed during this period, the 
employee’s compensation was not to be 
reduced. However, the company was 
permitted as an alternative to furlough 
or discharge these junior employees on 
payment of a specified dismissal allow- 
ance. 

Several other provisions relating to job 
and wage protection were included. 
Preferential hiring and employment 
status was accorded for a 4-year period 
to any employee who was on the rolls of 
either company on the date of the merger 
and who was subsequently discharged as 
a result of the consolidation. Moreover, 
no employee was to have his compensa- 
tion reduced or be discharged during 
the 6 months immediately preceding 
merger approval. Nothing in the act 
was to be construed, however, as pre- 
venting the company from discharging 
any employee for insubordination, in- 
competence, or any other similar cause. 

Transfers. If any employee was trans- 
ferred from one community to another 
as a result of the merger, the act required 
the merged carrier to pay the traveling 
and moving expenses of the employee and 
his family. 

Pensions and benefits. Postal employees 
were to be accorded the pension, health, 
disability, or other benefits provided by 
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Western Union on the same basis as if 
they had been Western Union employees. 
If an employee had already exercised his 
rights to retirement or any other benefits, 
these were to be continued by Western 
Union in conformity with the agreement 
under which the rights had been exer- 
cised. As a condition of receiving final 
approval of the merger by the Federal 
Communications Commission, Western 
Union was required specifically to 
guarantee that there would be no impair- 
ment of the existing pension and benefit 
rights of employees. 

Military furlough. The merger act re- 
quired that any employee who after 
August 27, 1940 had left either company 
to enter the military service was to be 
considered as being on employee status 
and on return was to have the same 
rights as a comparable employee. If 
disabled, the veteran was to be given 
such available employment at an appro- 
priate rate of compensation as he was able 
to perform and to which his service credit 
entitled him. 

Collective bargaining agreements. ‘The 
hours of employment specified in any 
contracts existing on the merger date 
were to be continued until the agreement 
was terminated, executed, or superseded. 

Enforcement machinery. ‘The statute 
placed the enforcement of these labor- 
protection measures with the National 
Labor Relations Board, which was to 
have the jurisdiction and power specified 
for the enforcement of the Wagner Act. 

Congress directed that the specific plan 
of merger, prepared by the telegraph 
companies, be submitted to the Federal 
Communications Commission for its ap- 
proval. During the hearings conducted 
by the Commission it became evident 
that loopholes existed in the labor- 
protection provisions which if left open 
might nullify the intent of Congress. The 
Commission was very much concerned 
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at this critical stage in the war with the 
deterioration of telegraph service result- 
ing in considerable measure from labor 
shortages and high turnover. Consider- 
able unrest had developed among the 
employees, particularly in the Postal 
Company, who feared the consequences 
of the merger on their job status. To 
halt as far as possible the further exodus 
of experienced employees the Commission 
obtained from Western Union officials 
assurances of additional labor protection 
measures. These commitments are enu- 


merated in the Commission’s opinion 
approving the merger, .as follows: 


(1) “Specifically, Western Union has 
undertaken to place Postal employees in 
positions in the merged company comparable 
to those formerly held by them. 

(2) “In dealing with the problem of 
seniority, Western Union has committed itself 
to the policy of merging the seniorities of the 
employees of the two companies so that full 
recognition shall be given to the records of 
service of employees irrespective of their 
former company of employment. This 
recognition is to be applied to questions of 
position, advancement, and al! other con- 
ditions of employment affected by seniority. 

(3) ‘Further benefit to the Postal workers 
is provided by Western Union’s commitment 
to raise the wage level of the Postal force to 
the generally higher wage level of Western 
Union. 

(4) “It also gave repeated assurances that 
it would make every effort to retain in the 
industry all employees of either company and 
expressed confidence that no employee need 
be discharged as a result of the merger. 

(5) “Special consideration was expressed 
for telegraph employees in the armed forces. 
As for such employees hired after March 1, 
1941, the Western Union Vice President in 
Charge of Labor Relations recognized an 
obligation of the merged company to reabsorb 
them, as well as employees hired prior to 
such date, after the war. It was conceded 
that the computation of the severance pay of 
employees hired after March 1, 1941 must 
take into account all the time spent in the 
armed forces. 


(6) ‘Western Union indicated it will make 
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every effort to keep transfers at a minimum 
and within seniority areas. 

(7) “Western Union officials have stated 
that they will honor the union contracts of 
both companies in effect on the date of the 
approval of the merger. 

(8) “They have also stated that in comput- 
ing length of employment, an employee of 
either company who was hired by that com- 
pany on or after March 1, 1941 but whose 
preceding employment with the other car- 
rier began prior to March 1, 1941, will be 
considered to have been hired before March 
1, 1941 for the purposes of Section 222(f)(1) 
of the Act and for other purposes as well.” 


The record of the merger hearings is 
clear with respect to the purposes which 
the commitments were intended to serve. 
The Commission felt that the plan for 
merger originally presented by Western 
Union and Postal did not contain ade- 
quate assurances that the merger would, 
in fact, serve the public interest. In the 
course of the hearings, therefore, the 
original plan was supplemented by addi- 
tional guarantees among which were the 
above quoted commitments. 

The Commission also sought during the 
hearings to establish agreement among 
the unions on the procedure for consoli- 
dating the seniority rights of employees. 
As indicated previously, the railway 
unions had agreed to honor the seniority 
rights of all employees involved in a 
railway merger as the most equitable and 
effective means of minimizing employee 
unrest, and it was hoped the precedent 
would be followed in the telegraph 
merger. Postal employees were repre- 
sented by the American Communications 
Association, CIO, while most of the 
Western Union employees belonged to 
AFL unions, principally the Commercial 
Telegraphers’ Union. After first agree- 
ing to recognition of seniority rights, the 
CTU reversed itself and insisted that 
Postal employees as a group be placed at 
the bottom of the seniority rolls and be 
treated for most purposes as new em- 
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ployees. This was a crucial issue as 
positions, tours of duty, vacations, pro- 
motion opportunities, and other vital 
working conditions hinged on seniority 
status. Since this stand was contrary to 
Congressional and Commission interpre- 
tation of the public interest, the principle 
of equitable integration was made a re- 
sponsibility of the company itself, with 
the determination of specified procedures 
left open for further negotiations. 

Shortly after the merger, the CTU 
sought a temporary injunction to restrain 
Western Union from recognizing the 
right of the ACA to represent former 
Postal employees absorbed by Western 
Union and to prevent the company from 
complying with its commitments to the 
FCC on merger of seniority. In denying 
the petition, Judge Morris of the United 
States District Court stated: 


‘To the extent that parity, rather than sub- 
ordination, adversely affects plaintiff's [CTU] 
contract, there can be no doubt that the 
statute authorizing the consolidation itself in 
large measure has that effect. The public 
policy, as reflected in that legislation, favors 
parity as against subordination. That parity 
would occasion some hardship to the em- 
ployees represented by the plaintiff, but no 
more so than it would the employees repre- 
sented by the intervenor [ACA] may well be 
true, but such hardship would seem incomparable to 
that which complete destruction of their seniority 
rights would visit upon the latter.”® (Italics sup- 
plied) 


While the court thus upheld the prin- 
ciple of merging seniority, the failure to 
agree on definite procedures for such 
integration resulted in the Commission’s 
receiving hundreds of letters from former 
Postal employees protesting that the 
company had not carried out its commit- 


ments. Most of the complaints alleged 
assignment of non-comparable jobs, re- 
ductions in hours and pay, and non- 
recognition of seniority accrued with 


653 F. Supp. 90, 96 (1943). 
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Postal. In addition, the imminent ex- 
piration of the extended ACA contract 
and the unwillingness of the company 
further to renew or extend the contract 
left former Postal employees with the 
prospect of representation by unions that 
refused to recognize their seniority rights. 
Consonant with its obligations in the 
matter, the FCC called a conference of 
management and unions and persuaded 
Western Union and the ACA to stipulate 
their differences to the National War 
Labor Board. 

The Board’s directive in settlement of 
the dispute both reaffirmed and imple- 
mented the commitments made by Wes- 
tern Union. With the consent of the 
AFL, which withdrew from its previous 
position, the seniority of former Postal 
employees was to be merged with that of 
Western Union employees on the basis of 
Western Union’s seniority provisions. 
Almost 90 percent of the Postal adult 
labor force were to receive jobs in 
Western Union identical with those they 
held in Postal on the date of merger. An 
equitable procedure for placing the re- 
maining 10 percent was_ established. 
Hourly wage rates of former Postal em- 
ployees were to be raised to the level of 
Western Unions’ employees for the same 
type of work, allowance being made for 
ability and seniority. Finally, an arbi- 
trator was to be appointed by the NWLB 
to settle disputes arising under the 
Board’s order, under the Postal-ACA 
contract assumed by Western Union, and 
out of conflict between the provisions of 
the ACA contract and other labor con- 
tracts to which Western Union was a party. 

While the National War Labor Board 
was hearing argument and establishing 
machinery for the implementation of the 
commitments, the National Labor Rela- 
tions Board was considering the petition 
of the AFL for a national employee 
election in Western Union. In October 
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1944, the NLRB ordered elections to be 
held in each of the seven divisional units 
of Western Union, and in March 1945 
the AFL was certified as the collective 
bargaining agent for all Western Union 
employees outside the Metropolitan Divi- 
sion (New York City), the ACA being 
certified for that division. Immediately 
following the election the AFL moved to 
nullify the merger commitments. It 
challenged the authority of the arbitrator 
operating under the NWLB order, stat- 
ing that it did not regard as binding any 
decisions made by him outside the 
Metropolitan Division. 

Acting upon this challenge, the NWLB 
suspended further arbitration outside 
New York and directed a 60-day period 
during which the company and the AFL 
should engage in collective bargaining 
looking toward the development of a 
possible solution which would operate 
within the framework of the company’s 
commitments to the FCC. After the 
parties subsequently reported back to 
the Board that they were unable to agree, 
the NWLB held a hearing on this matter, 
as well as on wage and on other issues, 
and in December 1945 the Board gen- 
erally reaffirmed the former procedure 
for integration of the labor forces, includ- 
ing the maintenance of the seniority and 
the wage parity formulae as previously 
determined. With respect to the settle- 
ment of disputed cases, the order pro- 
vided for their presentation by the AFL 
to an arbitrator selected by the parties 
for final and binding determination. 
Since this decision, the integration of the 
Western Union and Postal employees has 
been substantially completed without 
further dispute. 

In appraising the labor complexities of 
this merger, it must not be overlooked 
that within 2 years some 5,000 Postal 
employees, located throughout the coun- 
try, were successfully integrated into the 
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Western Union telegraph system on a 
basis of general equality with comparable 
Western Union employees. By thus re- 
taining within the industry these experi- 
enced employees, Western Union was 
better able to meet wartime traffic de- 
mands. The problems that were en- 
countered in the consolidation process 
arose mainly from the omission of seni- 
ority protection in the merger legislation, 
the nature of labor-management relations 
in the telegraph industry where genuine 
collective bargaining had barely been 
accepted by Western Union when the 
merger occurred, and the short-sighted- 
ness of some of the union leaders. 


Telegraph Abandonments. Very recently 
the issue of labor protection in cases of 
telegraph abandonments has been raised. 
Western Union, faced with a serious finan- 
cial crisis, embarked in 1946 on an “‘econ- 
omy” program, involving numerous clos- 
ures of telegraph offices and the conver- 
sion from company-operated to agency- 
operated offices. During hearings held in 
March and April 1947 by the FCC to de- 
termine the impact of this policy on tele- 
graph service, both the AFL and the CIO 
unions urged the FCC to apply the pat- 
tern established in the railroad industry 
and require labor protection as a condi- 
tion of approving telegraph office closures 
or conversions. ‘The Commission’s deci- 
sion in this docket is still pending. 


International Communications 


Following the consolidation of the 
domestic telegraph carriers, the Senate 
initiated an investigation of international 
communications to determine the desira- 
bility of merging the various cable, radio- 
telegraph, and radiotelephone carriers. 
At hearings held early in 1945, govern- 
ment witnesses urged the adoption of 
labor protection measures in the event of 
a merger. Chairman Paul Porter of the 
FCC, in outlining recommendations on 
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this subject, pointed to the experience of 
the Western Union-Postal merger as indi- 
cating the need for specifying by statute 
the equitable merging of seniority and the 
maintenance of collective bargaining 
agreements pending certification of new 
bargaining agents, as well as requiring 
the other labor protection measures of the 
domestic merger. 

While the 1945 hearings have not 
crystallized into any proposed bill it 
appears likely that, if a merger in the 
international field is eventually approved, 
provisions will be made for protecting 
the employees involved. 


Conclusion 


An evaluation of the effects of mergers 
in the public utility field is beyond the 
scope of this paper. On the assumption, 
however, that there are worth-while con- 
solidation projects, the question may be 
raised as to the relation of labor-protec- 
tion measures to the consummation of 
such projects. 

In appraising the costs of labor pro- 
tection, it should be recalled that the 
period of labor protection generally ex- 
tends for only a few years. The maxi- 
mum is 4 or 5 years, with junior em- 
ployees protected for lesser terms. While 
the merged company may, therefore, not 
reap all of the economies of merger im- 
mediately, it generally has wide latitude 
after the lapse of the protection period. 

In addition, economies other than re- 
duced labor costs may often be the deci- 
sive factors, such as those resulting from 
the elimination of competitive wastes and 
the needless duplication of services. 
Under this heading may be included the 
elimination of duplicate offices, special 
allowances to customers, extravagance 
in solicitation of traffic, waste in use of 
equipment, and wasteful practices affect- 
ing equipment, materials, and supplies. 

In evaluating the costs of labor protec- 


tion, moreover, weight must be given to 
the benefits accruing to the consolidated 
company as a result of such measures. 
As stated by the Supreme Court, a policy 
of labor protection aids employee morale 
by assuring him of an equitable recogni- 
tion of his interests. It tends, therefore, 
to stabilize labor-management relations 
and to encourage experienced employees 
to remain in the industry. These con- 
siderations are particularly important in 
service industries such as public utilities. 
Congress and the regulatory agencies, 
moreover, have in the past fifteen years 
stressed the social effects of public utility 
mergers. This principle was recognized 
by the Interstate Commerce Commission 
when it stated: 
‘Railroad organization consists of four impor- 
tant and indispensable factors, namely, land, 
labor, capital, and management. High 
specialization is necessary for each railroad 
factor. Whenever expert railroad labor is 
compelled to readjust and adapt itself to an- 
other industry, there is substantial loss to the 
individuals and to the general public.” 


In computing the savings anticipated 
from a merger, the regulatory body can- 
not overlook such losses. 

The policy of labor frotection in 

mergers and abandonments has raised 
certain administrative problems. There 
are undoubtedly instances where the 
policy creates difficulties in making a 
proper allocation of the consolidated la- 
bor forces. Nevertheless, as affirmed by 
the Senate Interstate Commerce Com- 
mittee, which over the past 10 years has 
considered the problems of labor protec- 
tion in merger cases: 
“We do feel, however, that the solution of 
these problems is not impossible; that the 
public interest requires that they be solved, 
and that with the goodwill and cooperation 
of labor, management, and Government they 
can be solved to the great benefit of all parties 
concerned.””? 


777 Cong. 1 Sess. Sen. Rept. No. 769, Study of the Tele- 
graph Industry (Oct. 28, 1940), pp. 16-17. 
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Reports and Comments 








The Development of Salter’s Conception of Research 
This paper is written by a colleague of the late Leonard A. Salter, Jr. It should be read 


by “every agricultural economist who has within himself the power of new growth.” 


The 


immediate incentive which inspired Professor Parsons to write down his interpretation of 
Salter’s conception of research was the publication posthumously of A Critical Review of Re- 
search in Land Economics, which is reviewed on page 196 of this journal. (Editor) 


‘THIS note is written in the hope that it 

may contribute to the understanding and 
eventual evaluation of the work of our late 
friend and colleague, Leonard A. Salter, Jr. 
In his doctoral dissertation, recently pub- 
lished,! he attempted an integration of his 
thinking around issues over which he had 
struggled for a decade. The thesis also 
suggests some shifts in emphasis which might 
have carried Salter to a fundamental revision 
of some of his basic conceptions. 


In a visit with Professor H. C. Taylor last 
summer, I remarked on a few incidents in 
Salter’s life which seemed to me to give some 
explanations of the way his viewpoint’ had 
developed. Something I said made Salter’s 
thesis more comprehensible to Professor 
Taylor and he immediately exacted a promise 
from me that I would sometime record the 
substance of the comments made to him. In 
the effort to keep that promise I have been 
carried much farther in my analysis of Salter’s 
viewpoint. 


I 


Within the past few days I have re-read 
virtually all of Salter’s writings in which he 
was concerned with the issues of the method- 
ology of research. It is somewhat remarkable 
that he first opened up the basic issues in 
research in his Master’s thesis at Connecticut 
in 1934? and returned a decade later to give 
them mature consideration in his doctoral 
dissertation. In the meantime the progress 
of his thought is recorded in various publica- 


1A Critical Review of Research in Land Economics (Minne- 
apolis: University of Minnesota Press, 1948). 

2 The Place of Part-Time Farming in the Social Economy of a 
Rural Area, Master’s Thesis (Connecticut State College: 
1934). 

3 Journal of Farm Economics, February 1942, p. 226 ff. 

‘Same Journal, November 1942, p. 792. 


tions, especially: “The Content of Land 
Economics and Research Methods Adapted 
to Its Needs’’;? “Cross-Sectional and Case- 
Grouping Procedures in Research Analysis” ;* 
and Land Tenure in Process.’ The last two were 
written at about the same time. The issues 
raised in his early graduate work were trans- 
planted to Wisconsin, where Salter’s fertile 
mind found both stimuli and opportunity for 
continued growth. 

Salter was deeply aware of his debt to the 
late I. G. Davis. In the seminars with 
Professor Davis, the young apprentice came 
to see that a “given set of data’ could be 
combined in different ways to give “wholly 
different results’ and “that the crucial 
question was not the accuracy of the method 
in the conventional sense but the concept the 
researcher had of his problem.”® 

In this intellectual atmosphere Salter as- 
sisted Professor Davis on his part-time farm- 
ing research’ and then ventured out into the 
investigation which served as his Master’s 
thesis. Here he was not only studying part- 
time farming but also trying to analyze its 
place in the social economy of rural Connecti- 
cut. 

It is clear that Salter dated his own efforts 
to analyze and understand research proce- 
dures from his experience on his Master’s 
thesis. In his doctoral dissertation Salter 
observed of this attempt: “It was.... 
necessary to forge a new system of analysis in 
order to get at the real substance of the new 


5 Wisconsin Research Bulletin 146, A.E.S., February 
1943. 

6 Introduction to Critical Review of Research in Land Econome 
ics, p. 2. 

7See “Part-Time Farming in Connecticut,” Davis and 
Salter, Storrs Agr. Exp. Station Bul. 201, March 1935. 
Salter became one of the few real authorities on part-time 
farming in this country. 
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problem.”* It was here that he worked out 
the case-grouping technique to which he 
later came to attach great significance. In 
his first graduate thesis Salter sought to find 
ways of classifying part-time farms into sufhi- 
ciently small subgroups as would be “subject 
to the same personal or environmental 
forces.”® The similarity between his Master’s 
thesis and the Land Tenure in Process bulletin 
a decade later makes it evident that Salter’s 
basic research approach was shaped up in the 
earlier study. I have the impression, how- 
ever, that he had not yet worked out an in- 
terpretation of what he had done at the time 
of his coming to Madison in the fall of 1940. 

Soon after his arrival at Wisconsin, a col- 
league suggested that Salter read Dewey’s 
Logic, thinking that he might find many of his 
own intellectual puzzles worked out there. 
Salter responded with alacrity, even though 
he had never had a single college course 
in philosophy. The study of Dewey, new 
university responsibilities—especially those of 
graduate teaching—, the sympathetic coun- 
sel of Professor Wehrwein, and the accumu- 
lated puzzles of previous years, all combined 
to give Salter’s mind a fresh start on the study 
of research procedures. 


II 


The first major effect by Salter to state the 
issues in research was in his paper before the 
New England Research Council, April 1941, 
“The Problem of Techniques in Land Eco- 
nomics Research.” In this paper he sketched 
out the problem which was to serve later as 
his doctoral dissertation. ‘It is the major 
thesis of this paper,’’ he commented, “that 
we are at something of an impasse in our 
research work, that the stalemate is caused 
by not knowing just how to go about doing 
our research, that to resolve the question in- 
volves a change in our concept of scientific 
inquiry.”!®° Here we find him hopefully 
exploring the possibilities of basing a revision 
of research method on Dewey’s formulation. 
Lynd’s work also came in for praise and 
quotation.!! He was skeptical and critical of 
any near exclusive reliance on statistics as 
the research method. On the constructive 
side he suggested that we needed methods for 


8 Critical Review, p. 2-3; see also, “Cross-Sectional and 
Case-Grouping Procedures,” supra, p. 799. 

9P. 44, 

10 Proceedings, p. 40 (mimeo.). 

11 Robert S. Lynd, Knowledge for What? (Princeton Univ. 
Press, 1940). 
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ordering “our data in such a way as to avoid 
cutting the heart out of the human phenom- 
ena which is our subject matter.’’!? 

Less than a year later he was restating the 
same general issues before the annual meet- 
ing of the American Farm Economic Associa- 
tion. Here he sketched out and endorsed an 
essentially pragmatic theory of science: ‘“The 
answer is founded on the proposition that 
knowledge must be relevant to action; that 
the essence of science is inquiry; and that the 
final objective of inquiry is better to equip 
ourselves to control the events of ordinary 
experience. Scientific inquiry must ulti- 
mately be related to the solution of experi- 
enced problems; its significance judged on 
the basis of its contribution to that solution; 
and its final test of validity set in the result 
obtained when the conclusions are put to 
test. in purposive action.” The strategic 
question in Salter’s mind at this time ap- 
pears to be how do we classify data so as to 
make them relevant to problems, and to 
action in resolving problems. In writing this 
paper he finally crystallized the main issues 
in his view regarding the ordering of social 
data: ‘“‘to show the sequential order of the 
phenomena under study” and “‘to retain the 
pattern of attributes within the units of obser- 
vation.”’!8 

He was especially enthusiastic about the 
phrase—“retain the pattern of attributes.”’ 
This became the central thesis in his subse- 
quent paper on cross-sectional and case- 
grouping procedures: “‘The central thesis is 
that proper attention to the internal construc- 
tion of observed cases is a prime requisite of 
scientific inquiry. The exposition is an elab- 
oration of a statement made in a previous 
article to the effect that we need to develop 
techniques which retain the pattern of attrib- 
utes within the units of observation.” !* It 
was not until I read his doctoral dissertation 
that I understood just how this conception 
fitted into Salter’s thinking and why it actu- 
ally became the central idea in his whole 
viewpoint. 

III 


The larger part of Salter’s thesis is directed 
to the review of the literature of land eco- 


12 Proceedings, p. 53. 

13 Journal of Farm Economics, February 1942, p. 226. 

14 “Cross-Sectional and Case-Grouping Procedures in 
Research Analysis,” Journal of Farm Economics, November 
1942, p. 792. 
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nomics, including many closely related bulle- 
tins or monographs from other fields. It is in 
the criticisms of these studies that Salter’s own 
viewpoint stands out most clearly. Here 
earlier suggestions merge into a consistent, 
determined effort to hold economics to the 
task of studying human behavior—to really 
make economics come to a focus on the in- 
vestigation of human relations within pur- 
posive activity. He remarked concerning 
one study: “Out of this analysis some sugges- 
tions for action are arrived at; but again what 
is missing is information of the type necessary 
to test whether people actually do behave in 
accord with the highly suggestive conceptual 
explanation that is advanced.” (p. 226) 

To really understand Salter’s intellectual 
struggle during the ten to twelve years he 
worked on research methodology, one would 
need to place himself back at Connecticut in 
the days when I. G. Davis was studying types 
of farming with young Salter at his elbow— 
and then measure the distance between the 
issues set in those days and the ones Salter 
saw in 1945. In these earlier days many 


agricultural economists were talking about 
how soil “‘determined” the type of farming. 
It is a long way from such a conception to the 


one implicit in the above quotation from 
Salter’s Ph. D. thesis. , 
It is clear that Salter gradually reshaped his 
own view of economics as he studied the re- 
sults of research efforts in social science. 
Viewed positively, Salter evidently was trying 
to make economic analysis converge on pur- 
posive action; on the negative side he was pro- 
testing against limiting economics to a positiv- 
istic science. His reaction against cross- 
sectional statistical analysis was not so much 
a protest against statistics as against the posi- 
tivism implicit in the conventional method. 
When one sees Salter’s insistence upon the 
need to “show the sequential order of the 
data” and to “retain the pattern of attributes” 
in relation to what one might call his human- 
istic view of social science, the whole web of 
his argument is illuminated and simplified. 
Salter held social science to the task of con- 
tributing to the solution of immediately-ex- 
perienced, practical problems. Such solutions 
require purposive action. He wanted re- 
search to investigate cases in which indi- 
viduals had actually met and solved problems 
and he insisted that, when such investigation 
was made, the sequential pattern of what had 
been done be preserved for the record. Thus 
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the strategic pattern of attributes was really a 
record of the means-consequence relations 
within purposive action. 


Once one grasps the underlying drift of 
Salter’s argument the more particular re- 
marks and criticisms can be seen in better 
perspective. If one undertakes a critical 
analysis of Salter’s own statement of the 
issues of research methodology it would be 
well to bear in mind two points: (1) that 
Salter’s research experience and main field of 
interest were somewhat specialized around 
the problems of land economics, which in- 
volves the analysis of social organization and 
public policy action to a greater degree than 
many aspects of agricultural economics; and 
(2) that Salter did not live to carry the argu- 
ment to a definitive conclusion. His interest 
in science and scientific method was too deep 
for him to have been thoroughly committed 
to an exclusive test for science of the immedi- 
ately practical problem-solving, even though 
he insists upon this as an essential part of the 
test. Also [ think his conception of an hypo- 
thesis would have been modified somewhat as 
he came to give more attention to economic 
theory. He was interested in a problem- 
solving problem which economic theory 
has not really encompassed as yet; conse- 
quently his remarks on hypotheses are fre- 
quently made as a part of his attempt to work 
out propositions of the means-consequence 
kind. but some such adjustments are a part 
of the growth of a viewpoint. 


One of the distinctive aspects of Salter’s 
conception of research method was his insist- 
ence upon the value of “case grouping.” He 
was inclined to set case grouping off against 
the static cross-sectional statistical analysis. 
As I read logical theory, it seems to me that 
Salter here discovered in his own way a pro- 
found truth about inductive inference. The 
issue really is, how does one work out a system 
of classification—a set of relevant categories? 
Salter knew, and rightly too, that one 
must somehow use a basis of classification 
that is derived from the relation between a 
case and a problem. It is this relation which 
is the matrix of relevant classification. If one 
takes the problem of classification seriously, 
i.e. of defining the classes independently of 
the estimates of frequencies within classes, I 
submit he will use a case method somewhat 
like Salter suggested. In short, he recognized 
that the problem of induction is primarily 
that of working out the relevant classes. 
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If this is a reasonably correct interpretation 
of Salter’s ideas it indicates that in his think- 
ing on methodology he was both trying to 
improve the methodology of research and at 
the same time trying to shift the center of 
thought in economics to more of a problem- 
solving, planful-activity, orientation. There 
are suggestions, e.g., in his conception of a 
problem, where one may read out the im- 
plication that this positivistic science (a 
phrase Salter didn’t use) is not really social 


science at all. There is much to be said for | 


this view. At any rate if these suggestions are 
correct Salter was working toward the genu- 
ine frontiers of the unsolved problems in 
economic thought. 


I am quite aware of at least some of the 
risks one runs in making such suggestions as 
these. However, re-reading his work this 


time has helped me to see his remarks in a 
larger context. I have been led to make 
these suggestions largely because the thesis 
was recognized by Salter to be unfinished; 
and these comments are to be taken as tenta- 
tive remarks intended to help define the 
issues. He did not consider his dissertation 
ready for publication; rather as he explained 
the matter to me only shortly before his death, 
he hoped eventually to round out and pub- 
lish a comprehensive treatise on methodology 
in the social sciences. Lynd’s Knowledge for 
What? was something of a model for him. 
Fortunately, Leonard Salter was articulate 
and believed in writing out his ideas. As a 
consequence we have a rare record of a 
brilliant effort to analyze the puzzles of re- 
search methodology in economics. 

KENNETH H. Parsons 
University of Wisconsin 





The English Agricultural Act, 1947 


NE not familiar with English agricultural 
problems and England’s recent experi- 
ences in the control and supervision of agri- 
cultural production, must approach a review 


of an act as broad and comprehensive as 
that passed by the British Parliament in 
August 1947 with some reservation. As in 
the case of most omnibus pieces of legislation, 
the Act is long—some 118 pages—is involved 
and detailed, and deals with many matters 
of administration. No attempt will be made 
here to go into the regulations necessary for 
its application in specific situations nor into 
the many provisions relating to methods by 
which agricultural policy is implemented. 
To most Americans, interest centers largely 
in the principal lines of action and the 
philosophy underlying the Act. 

The objective of the English Agricultural 
Act is to promote and maintain a stable and 
efficient agriculture that can produce an 
increasing part of the nation’s food and other 
agricultural produce needs at reasonable 
costs and with favorable income and living 
conditions for farmers and workers in agri- 
culture. Emphasis is on increased produc- 
tion through efficiency and stability in agri- 
cultural operations. The continuing food 
emergency in England and the need for 
producing all the food reasonably possible so 
as to save the dollar exchange operated, no 
doubt, to strengthen the hand of the govern- 
ment in framing this Act. 


One of the main methods of providing 
stability for agriculture is through guaran- 
teed prices and assured markets, which are 
treated in Part I of the Act. As the framers 
evidently felt that assured prices and markets 
will not necessarily allocate resources and 
direct their use efficiently, even when supple- 
mented by technical advice and educational 
programs, Part II of the Act provides stand- 
ards of good estate management and good 
husbandry. If these standards are not ade- 
quately met, the right of supervision and the 
power of dispossession in the case of recalci- 
trant landowners and farmers may be in- 
voked by the Minister of Agriculture and 
Fisheries (hereafter referred to as the Min- 
ister). Landlord and tenant relations are 
dealt with in Part III, which substantially 
strengthens the Agricultural Holding Act 
of 1923 in regard to conpensation for improve- 
ments and disturbance, and in regard to 
security of tenure for tenant farmers. The 
next part treats of small holdings, and 
strengthens past legislation through provision 
for the establishment of economic operating 
units and their efficient operation. Part V 
deals with administrative and general mat- 
ters, as for instance, administrative ma- 
chinery, rights to buy, sell, and develop lands, 
and special grants to agriculture. 

A brief but more specific analysis of the Act 
follows. Part I is in essence a forward pricing 
scheme for major farm products. On the 
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basis of statistics and other assembled data, 
the Minister is empowered to fix prices or set 
prices in relation to certain factors that con- 
dition prices. The actual price determina- 
tion appears to be based on a number of 
factors, as a guaranteed fixed price, special 
benefit payments made in relation to a 
standard price, acreage payments, and calcu- 
lated prices on the basis of costs. Price 
adjustments are made if the evidence as- 
sembled, after reviews and discussions with 
various farm organizations and farm groups, 
shows that there has been or is likely to be a 
change in the economic position of agricul- 
ture. In any event, farmers will know actual 
prices and other conditions of sale of both 
crops and animal products one year in ad- 
vance of their production, while they will 
know the minimum prices of livestock and 
livestock products for two to four years 
ahead. Farmers are able to plan ahead 
insofar as planning is affected by prices, and 
to this extent they can increase the stability 
of agriculture and its operational efficiency. 
It is realized, however, that price policy in 
itself can give stability to agriculture and 
encourage efficient operations only as net 
incomes are increased or maintained. 


Another underlying premise of the Act is 
that, through county committees, govern- 
ment supervision and control of agricultural 
units is necessary in order to insure the degree 
of efficiency required for increased produc- 
tion. Apparently it is felt that unrestrained 
interests of individual farmers may not be 
compatible with the social interests; and it is 
necessary for the government to retain the 
right to supervise or even take over farms or 
to terminate farm tenancies in certain circum- 
stances; all subject, of course, to statutory 
safeguards. 


A reasonable degree of efficiency is de- 
manded in the management of agricultural 


lands and in farm operations. The owners 
of agricultural lands are required to manage 
their lands according to standards of good 
estate or farm management and tenants are 
required to farm in accordance with rules of 
good husbandry. Obviously, it was not 
possible in the Act to define definitively the 
standards for measuring reasonably efficient 
operations under the existing variety of condi- 
tions and circumstances. To decide what 
constitutes good farm management and good 
husbandry necessarily involves many judg- 
ment values, varied determinations, and the 
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application of rules of reasonableness. 

But the Act does point out that owners of 
land are required to exercise their ownership 
rights in such a way as to enable a tenant to 
use the land with reasonable skill and in such 
a way as to maintain efficient production, as 
to both kinds and amounts of products pro- 
duced. The determining factors to be con- 
sidered in appraising the function of the 
owner are the extent to which he is providing, 
maintaining, and repairing fixed equipment 
on the land and is cooperating in maintaining 
a productive unit. In regard to a tenant, 
certain general determinations are set forth 
for judging standard of operations: for in- 
stance, the way in which ‘arable land is 
cropped, cultivated, and conserved; the 
caring for and stocking of a farm where a 
system of farm practices requires livestock; 
the control exercised over disease and infesta- 
tion by insects and other pests; and the man- 
ner of handling the crops that are harvested. 


When an owner of land does not fulfill his 
responsibilities to the farm, for instance, by 
failing to maintain satisfactory fixed equip- 
ment, or when a tenant neglects his crops and 
follows wasteful practices, the Minister is 
empowered to place him under supervision. 
If an owner or tenant has been placed under 
supervision and then fails to show satis- 
factory improvement in management or farm- 
ing practices, the government has the power 
to dispossess him. Dispossession of the 
owner is by government purchase of the land, 
and, if necessary, the government may buy 
other lands to make an efficient operating 
unit. Where a tenant has been dispossessed, 
the land may be farmed by the owner or by 
a new and approved tenant, or the Minister 
may operate the land directly. 


Part III of the Act, dealing with the tenure 
of agricultural holdings, is closely related to 
the provisions in regard to good estate man- 
agement and good husbandry in that, in 
order to fulfill the various responsibilities, it 
is necessary to make clear the rights and 
duties involved between landlords and ten- 
ants. The provisions in regard to landlord- 
tenant relations are additions or amendments 
to the Agricultural Holding Act of 1923, and 
relate to a considerable degree to a clarifica- 
tion and strengthening of the position of the 
tenant, because the tenant is a key person 
in implementing:agricultural policy. The 
Act also deals with compensation from a 
tenant to a landlord for damages and any 
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other deterioration during the period of 
tenancy; it includes a right to increase rents 
where improvements made by the landlord 
result in substantial increase in farm produc- 
tion. A rather comprehensive code is laid 
down for compensation from a landlord to a 
tenant for improvements and disturbance; 
there is a strengthening of provisions for re- 
warding a tenant for increasing production or 
improving the productive capacity of a 
farm, and for giving a tenant rights against a 
landlord if he is disturbed by the landlord in 
following such a course. Illustrative of 
further steps taken to protect the tenant’s 
rights is a provision to abolish the customary 
rights to compensation that a tenant may 
have in respect to crops grown, seeds sown, 
or other farm practices that would be of 
benefit to an incoming tenant, and the substi- 
tution therefor of statutory rights. The right 
of a tenant to compensation for disturbance 
by being forced to leave a farm is now further 
protected by the additional right to appeal to 
the Minister. A tenant is allowed to make 
long-term improvements against the wishes 
of the owner, provided authority to do so is 
obtained from the Minister. These are a 
few examples of the many amendments or 
additions to the Act of 1923 that were enacted 
to help carry out the purposes of the Act of 
1947. 


For a number of years England has had 
legislation dealing with small holdings or 
land settlement. The purposes of these laws 
have been to provide a means of satisfying 
land hunger, a method of rewarding men for 
military service, and a way of providing for 
unemployed persons. It is reported that a 
large proportion of the holdings so established 
are uneconomic units—too small, and farmed 
by persons who have not had previous agri- 
cultural experience. In view of this situation 
and the over-all purposes of the Agricultural 
Act Part IV is a thorough recasting of 
previous small-holdings legislation. The 
underlying principle guiding the govern- 
ment’s present small-holdings policy is to 
establish holdings that are efficient and pro- 
ductive, and to provide an opportunity to 
well-qualified young men to begin an ad- 
vance up the agricultural ladder. Such 
social considerations as providing farms for 
veterans or the unemployed are no longer re- 
quirements in the distribution of holdings. 


In the acquisition of land for small hold- 
ings, consideration is to be given to the suita- 


bility of the land for agriculture, the costs in- 
volved, and the effects of the project on the 
general interest of agriculture. Holdings will 
be available only to persons who have had 
sufficient agricultural experience and possess 
other capabilities to indicate that they have 
the qualifications necessary to become reason- 
ably successful farmers on their own account. 
Preference is to be given to agricultural 
workers. As they are not likely to possess the 
capital necessary to begin farming even on a 
small scale, the government may lend up to 
three-fourths of the estimated working capital 
required for proper farming operations. 
Other provisions in the Act deal with the 
selling of small holdings and their manage- 
ment by county councils and the Minister. 

Part V, devoted to administration, is pri- 
marily concerned with the mechanics of 
carrying out the program set forth by the 
Act. An agricultural Land Commission 
is established to manage farm land that 
is vested in the Minister and to advise and 
assist in matters relating to the management 
of agricultural lands. In each administrative 
county, except the County of London, there is 
established a County Agricultural Executive 
Committee to promote agricultural develop- 
ment and efficient production. Such com- 
mittees already existed, for they were set up 
in 1939 in more or less their present form, but 
at that time they had wider powers under the 
Defense Regulations. 

Although the ultimate authority for the 
administration of the Act rests with the 
Minister, the actual supervision is mostly de- 
centralized and placed in the hands of these 
county committees which are given consider- 
able discretionary powers. Therefore, a good 
farmer is almost always left alone to manage 
his farm within the general framework of 
stabilized markets and secure conditions of 
tenure; only the low-grade or unsuccessful 
farmers or landlords are actually subject to 
direct supervision. In the event of conflict of 
interests, an Agricultural Land Tribunal 
composed of, in addition to legal representa- 
tion, representation of tenants and _land- 
owners, is created to handle such matters as 
arise from dispossession of owner or tenant 
and to pass on other directives issued under 
the Act in the interest of increased efficiency 
and stability in the use of land. 

Broad powers are given to the Minister in 
the acquisition, development and manage- 
ment of land, in the readjustment of farm 
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boundaries, in making grants in the interest 
of land drainage, and in providing financial 
help to farmers in such matters as the obtain- 
ing of an adequate water supply, and the 
liming of farm lands. 

At least two major observations on this 
Act, impress the reviewer: (1) The degree 
to which the government is involved in the 
management and use of land, and the extent 
to which this places restrictions or controls on 
the property rights of landlords; (2) the de- 
pendence on tenure controls and tenure ar- 
rangements, in addition to agriculture pricing 
policy and its accompanying mechanics, as 
instrumentalities in agricultural policy and 
programs. 

It may be well to recall that two-thirds of 
the farmers in England are tenants and that 
they have had considerable security of tenure, 
so that the average length of tenancy is about 
22 years. As previously pointed out, the 
attack by the Act on the need for increased 
production is through more efficient methods 
of production and emphasis on stability of 
tenure. The question might be raised as to 
the extent that stability of tenure and effici- 


ency in production are compatible or, stated 
differently, whether stability of tenure might 
not often lead to inefficient production. 

As the government assumes increasing con- 
trol over the operation of farm units, it would 
appear that dynamic leadership must be 
assumed by the government in the interest 
of more efficient production. The enlarge- 
ment of farm units, the modernization of 
farm plants, and the adoption of modern 
technological developments then rests to a 
large extent upon the initiative exercised by 
the government. With forward-looking and 
forceful policies framed and carried on by the 
government, the integration of price policy 
with tenure control and tenure arrangements 
should enable the farmers to produce more 
efficiently and to withstand better the shocks 
of fluctuating incomes that price policy in 
itself cannot avoid, and so give the stability 
to agriculture that is essential to progress in 
production and rural living. 


V. WEBSTER JOHNSON 


Bureau of Agricultural Economics, 
U. S. Department of Agriculture. 





Needed: A Method of Western Mountain 
Land Valuation 


Wat is the value of an acre of mountain 
land in the eleven western states? 
Valuations differ, of course, depending on 
who makes them. A cattleman or sheep 
rancher, under economic pressure to produce 
profitable beef or mutton or wool, can con- 
sider only the forage value of any one acre. 
An irrigation farmer may never set foot on 
that acre but he knows his livelihood is de- 
pendent upon its water-yielding capacity, 
and he values it accordingly. If there are 
trees on that particular acre, a lumberman 
will base its value on the standing timber. 
The urbanite places a value on the acre in 
terms of domestic water supplies, recreation, 
and water power, even if his valuation is a 
token one of turning on his water faucet, 
switching on his electric light, or unpacking a 
picnic lunch in a shady forest. 

In the past, the user who got to the acre 
first used it fully according to his own inter- 
ests. It did not matter too much to other 
users. They could push on to other acres 
and use them as they saw fit. There was 


little conflict between competing interests. 
Today, with an increasing population ex- 
erting more and more pressure on a slender 
total resource, all uses must be equated with 
one another to determine the most beneficial 
and equitable use for every acre of mountain 
land. An economic evaluation or “social 
accounting” of the land with respect to its 
different uses must be made in order to es- 
tablish its proper place in our present-day 
economy. Sound land valuation based on a 
comparable evaluation of each use or function 
of the land is essential to proper management. 
In many areas of the eleven western states 
the mountainous uplands are in federal 
ownership, although in certain localities 
appreciable acreages of private, corporate, 
and state land are found. An outstanding 
characteristic of these mountainous lands is 
their multiple use. The same acreage may 
have a number of uses combining two or more 
of the following: forage for domestic live- 
stock, timber production, mining, recreation, 
(big-game hunting, fishing, dude ranching, 
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picnicking, winter sports, etc.); or supplying 
irrigation, domestic, or industrial water.! 

Despite this multiple use, no widely ac- 
cepted method of valuation has been de- 
veloped for these lands. Instead, the present 
practice is to evaluate separately each of the 
functions which mountain lands perform. 
Often these methods produce valuations 
which are incompatible. These methods 
are discussed in the paragraphs that follow, 
together with the shortcomings of each. 

Range land capital values are determined by the 
usual method of capitalizing the difference between 
operating costs and gross income. A typical ex- 
ample of the use of this method is presented 
below. 

Montana ranch studies indicate that the 
average annual gross income per animal unit 
of cattle is $20.00. The annual costs and the 
residual amount available for land charges 
are shown in Table I. The $4.00 residual is 
the amount available to pay the annual land 
charges such as interest and real estate taxes 
on the land used by one animal unit. Sub- 
tracting real estate taxes which comprise ap- 
proximately one-third of the $4.00, leaves 
$2.67, the value differential attributed to the 
land as rent. Assuming 4 acres of range are 
required for one animal unit month the value 
differential is $0.056 per acre. This annual 
rent per acre capitalized at 5 percent gives a 
a land value of $1.11 per acre. 

This method produces a sound economic 
value for mountain range. It could be in- 
corporated as part of the procedure for 
multiple land use valuation. However, since 
the economic value is usually lower than the 
sales or market value of range this method 
should not be incorporated with methods for 
other use valuations which yield market 
values. 

Timber lands are valued largely on the basis of 
the standing timber, the land itself generally being 
considered of little or no value. ‘The theoretical 
value of timber is “the residue left when the 
total cost of manufacturing and marketing the 
forest products fabricated therefrom plus a 
reasonable margin of profit is subtracted from 
the total price received from the sale of the 
manufactured forest products.”? For ex- 
ample, an acre of ponderosa pine is estimated 
to produce 8,000 board feet of marketable 
timber. The prewar stumpage price per 
thousand board feet was $2.50 per thousand. 

1 Mining is an irreplaceable resource and as such is not 


considered in this discussion. Forage for big-game is con- 
sidered with big-game hunting. 





TaBie I. ANNUAL GROss INCOME AND OPERATING 
Costs PER ANIMAL UNIT OF BEEF CATTLE. * 


Annual Gross Income................+: $20.00 
Labor (including family living). . .$8.00 
General Expense............... 1.75 
Foed and Galt. .... ....scceeees 1.50 
Depreciation on equipment & im- 
PEOVETICRES § 65.6 0500 os once esicce 1.00 
Interest on investment in cattle & 
WIE oo 6a 0catansascanas 3.00 
Taxes on cattle and equipment. . 0.75 
Total Cost, Less Land Charges.......... 16.00 


Residual Available for Land Charges..... $ 4.00 


* Source: M. H. Saunderson, Some Materials Relating to 

Livestock and land Valuation. Montana Ag. Exp. Sta. 
Mimeo publication. Undated. 
This $2.50 was determined by adding esti- 
mated average logging, milling, and selling 
costs plus a profit for the operator and de- 
ducting that sum from the selling price of the 
lumber. The timber on this acre of land 
would be worth $20.00 (8 x $2.50). The 
value of the timber is the residual or difference 
between the cost of production and the selling 
price. This method gives the value of the 
timber on the land but not the value of the 
land for growing timber. Since timber pro- 
duction is generally exploitative in that the 
timber has not been “grown,” the term cost of 
production seems unjustified. Managers of 
western mountain land have no value of the 
land for producing timber crops because 
until very recently timber has not been 
‘‘srown.” ‘The same situation is true to some 
extent for range land that has been exploited 
through use over and above that which will 
maintain the forage cover. 

When young, immature timber is pur- 
chased the future value of the timber is esti- 
mated. The anticipated future timber value 
is discounted by the time required to mature 
the timber plus the costs of holding the land, 
such as fire protection and taxes. A “safety 
factor” is occasionally applied over and above 
the discounted interest. This procedure at- 
tributes no value to the land as a factor in the 
production of timber. 

The recreational value of mountain land has 
seldom been evaluated in monetary terms because of 
its intangible values. However, four different 
ways have been suggested for evaluating 
‘wild land” recreation.* First, by determin- 


2H. B. Steer, Stumpage Price of Privately Owned Timber in 


the U. S., U.S. D. A. Tech. Bul. No. 626. July 1938. 
3U. S. Forest Service, Region 4, Recreation Report, Discus- 
sion Section, undated manuscript. 
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ing the number of people who visit these 
lands annually and assigning a value to the 
pleasure received. This would be an annual 
value and would have to be capitalized to 
determine the capital value. So far, we have 
no way of determining the value of pleasure. 
Second, by estimating the amount of money 
invested in recreation on these lands; this 
method would give only one item of recrea- 
tional expense. Third, by estimating the 
taxable wealth produced by recreation use; 
this would result in merely an estimate of the 
annual income. Some estimates would have 
to be made of the costs involved in the pro- 
duction of this wealth and the difference 
capitalized. Fourth, by estimating the money 
spent by recreationists; this would be merely 
the annual gross income from recreation. 
None of these methods offer a satisfactory 
land valuation procedure since the land 
itself is considered to have no value and yet 
the land is the basis for such recreation. 

Two methods have been used to assign a 
monetary value to big-game hunting and to 
compare it with the income from agricultural 
enterprises. Hunting costs in the west in- 
cluding such items as transportation, lodging, 
equipment, horse hire, hunting licenses, etc., 
have been compiled by State Fish and Game 
Commissions. These costs, amounting to 
around $29.00 per hunter per season, are con- 
sidered to be the value of hunting. However, 
this method has not been carried to the point 
of determining the value of land used by big 
game. 

The value of private land for big-game 
hunting has been estimated on the basis of 
the sale of hunting privileges.4 On a 10,000- 
acre ranch a certain number of hunters may 
be sold the privilege of hunting deer. As- 
suming that hunting privileges are sold at 
$3.00 per hunter day and 100 hunters hunt 
for 3 days each, the gross income from hunt- 
ing would be $900.00 ($3.00 x 100 x 3 days). 
This would be a gross income per acre of 9 
cents ($900.00+10,000). Deducting the 
costs involved would give the annual return 
to land which capitalized would be the 
capital value of the land for hunting. This 
appears to be a reasonable method for use on 
privately-owned land. The annual income 
from the sale of hunting privileges is com- 
parable to the annual sale value of range 
cattle or sheep. 

‘Miller and Powell, Game & Wild Fur Production and 


Utilization on Agricultural Land. U.S. D. A. Circular 636. 
January 1942, 
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The recreational value of mountain land 
can be well illustrated by the use of com- 
munity experiences at Snow Basin, Utah. 
Until 1940 this area of 7,000 acres in the 
Wasatch Mountains directly behind the city 
of Ogden was used for summer sheep range. 
The deteriorated condition of the watershed 
stimulated Ogden City officials and civic 
groups to purchase this land so as to preserve 
the watershed and provide recreation for the 
expanding city. (The value per acre for 
grazing was estimated to be $5.00.) Part of 
this land is being developed into a recrea- 
tional area. Six thousand picnickers can be 
accommodated each weekend day during the 
spring, summer and fall months. In the 
second winter of its operation, a municipal 
ski lift grossed $20,000. ‘The area is also a 
game preserve. Even though no monetary 
value has been determined, the high value of 
this land for recreation is readily apparent. 
How can its monetary recreational value be 
determined? No doubt a thorough analysis of 
the number of people using the area, the 
capital investments, monies expended by the 
using population, and other data would go a 
long way toward developing a sound valua- 
tion concept. 

The value of watershed lands as a source of 
water for irrigation, power, and domestic use 1s an 
off-site value. That is, the value of the water 
produced is not reflected in the watershed 
but on land or a site some distance away. 
The cost of an acre foot of water to irrigated 
farms has been secured from various water 
companies but this cost is based on the service 
incident to placing the water in the farmers’ 
ditches and is not the value of the water itself. 
The usual method of determining the value 
of watershed land has been to estimate the 
acres of watershed land required to produce 
one acre foot of water. The value of each 
acre foot of water is calculated by determin- 
ing the difference in value per acre between 
irrigated crops and dry land crops. A brief 
description of this method will illustrate how 
it is used. Studies in Utah indicate that 7 
acres of watershed land over 7,000 feet in 
elevation produce the water required for the 
intensive irrigation of one acre of cropland. 
One acre of irrigated land will produce crops 
worth $55.00 per acre while an acre of dry 
farm land produces $20.00 worth of crops, a 


5 This does not imply that lands below 7,000 feet in Utah 
are not important from the watershed standpoint but the 
major water-yielding lands usually start at this elevation. 
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difference of $35.00 for irrigation. This 
means that the value of the water, less irriga- 
tion cost of $15.00, is $20.00 annually 
per acre ($55 —$20 -—$15=$20). Watershed 
lands above 7,000 feet can therefore be valued 
at $2.86 annually per acre (20.00+7). 
Capitalizing this annual value at 5 percent 
gives a capital value of $57.00 per acre. 

Some lands that have been grossly mismanaged 
may be considered to have a “‘negative’’ or ‘“‘nuisance”’ 
value in their present condition. Where timbered 
mountain lands have been completely logged 
off or burned off by disastrous fires or where 
upland ranges have been seriously depleted 
by excessive use, silting and destructive floods 
frequently occur. The damage caused by 
these floods and by silting of reservoirs and 
canals is a very real cost to society. In most 
cases the return from these lands is nil or at 
least negligible and the cost of administration 
plus the damage to other resources creates a 
*“‘negative’’ value. 

The “‘negative” value per acre is generally 
determined in the following manner: Dam- 
ages from floods and from silting of canals and 
reservoirs are obtained and totaled. This 
total cost is divided by the acreage of the 
flood- and silt-producing lands of the water- 
shed which gives the damage cost per acre. 
This damage cost or “negative” value per 
acre is frequently high.® 

Positive values are not restored until these 
lands are returned to some type of vegetative 
cover which prevents accelerated erosion. 
The investment which can be made for this 
purpose is generally the capitalized value of 
the average annual damage caused by these 
deteriorated lands. 

Existing methods and concepts used in determin- 
ing the value of mountain land for various uses are 
inadequate. ‘To cope with the multiple land 
use valuation problem we need ‘to develop 
up-to-date concepts on land value. It has 
only been within the last decade that the water- 
yielding and recreational uses or functions of 
mountain land have been fully appreciated. 
If we are to compare the several use values 
(multiple-use value) of a tract of land, then 
we must have a single income or valuation 
principle which will cover each land use. 
Existing theoretical valuation procedures 
were not designed to cover more than one use 
of a tract of land. Furthermore, they assume 


* This procedure does not include the less spectacular but 
more insidious and prevalent accelerated erosion which has 
a more serious “negative” effect on value than floods and silt. 


the very maximum income from that one use, 
often to the point of abusing the land. 

The valuation of land for other than “‘pro- 
ductive” factors poses many problems for the 
land economist.’ It is possible that definite 
monetary values cannot be assigned to recrea- 
tional use of land since the returns from this 
use are so intangible. No general acceptance 
has been given to the method of valuing the 
watershed functions of mountain land des- 
cribed in this article. Irrigation companies 
selling water have assumed that usable water 
would always come from mountain land, 
hence they attached no value to these lands. 
Recently, however, an irrigation company in 
Idaho purchased much of the watershed 
lands from which the water they sell is se- 
cured. Undoubtedly this company must have 
developed some concept for valuation of 
these watershed lands. 

In most instances the private land owner is 
interested in but one use of the land and the 
return to land—and hence its value—is 
from this single use. It is true that some 
lumber companies purchase timber land at 
slightly higher prices because they can sell 
the cut-over land to stockmen for grazing. 
In such cases token recognition is given to a 
secondary use but no attempt is made to 
manage the land for the forage crop. A 
private land owner cannot assign any value to 
a land use from which he secures or antici- 
pates no returns. 

Multiple-use management of land demands 
new valuation concepts and a sound method 
of land valuation. Managers of mountainous 
public land in the West are confronted with 
several uses of the same tract of land, each 
one vying with the other. These uses are 
represented by separate groups of interested 
taxpayers. Multiple use demands an evalua- 
tion procedure covering all the uses so that 
each may be assigned its proper position.® 

Multiple-use management may result in a 
reduced annual return (and consequent lower 
capital value) for one individual use. But at 
the same time the total annual return from all 
the multiple-uses may be greater than from 
one individual use. The resulting capital 
value of the land will be greater under 


7 Recreation is a production factor for dude ranches, ski 
resorts, hunting guides, etc., but not for the recreationist 
himself. 

8 Some individuals question multiple use of the same tract 
of land. Actually, there is multiple use of land although 
certain uses may be curtailed so as to maintain other uses and 
secure the maximum return from the land. 
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multiple-use management. This capital value 
is dependent on first arriving at sound 
and comparable methods of evaluating each 
use. (If land managers capitalize the annual 
return to land from each use then they must 
apply uniform interest rates in order to have 
comparable capital values.) 

It is difficult to evaluate use of land as a 
factor in production such as grazing with a 
nonproductive factor such as recreational use. 
Abundant data are available for land valua- 
tion in range livestock production; such data 
are not so available on the watershed func- 
tions of land and are practically nonexistent 
for recreational use—nonproductive use—of 
land. A severance value can be attached to 
use of mountain land for timber and grazing. 
This is not so for watershed and recreational 


functions of mountain land. Theoretical or 
economic values of land for grazing frequently 
differ considerably from market values. 


These and many other problems confront 
land economists. However, they have the 
resource, techniques, and perhaps even the 
data to attack the problems. They have a 
distinct opportunity to perform a service in 
the public interest. With this twofold chal- 
lenge, land economists need only coordinated 
effort to evolve a sound method of multiple- 
use land valuation. 


ARTHUR RortH, JR. 


Intermountain Forest and Range Experiment Station, 
U. S. Forest Service, 
Ogden, Utah 





A Note on Mortgage Loan Interest 


WHat part of the consideration paid 

for the use of borrowed money is 
interest? The Bureau of Internal Revenue 
advises taxpayers to “‘be careful to distinguish 
between interest and other charges such as 
financing fees” in computing allowable de- 
ductions for payments on mortgage and in- 
stalment contracts. No one, so far as I know, 
has raised the fairly obvious objection that 
brokerage or financing charges on mortgage 
loans may be employed in lieu of higher con- 
tractual rates of interest. Indeed, financing 
costs may wipe out a considerable part of the 
gains realized by borrowers from the down- 
ward trend of interest rates. 

In the case of the typical amortized loan, 
repayable in equal instalments, the only cor- 
rect analysis of the cost of borrowing is to con- 
sider the principal of the loan as the amount 
actually put at the disposal of the bor- 
rower for at least one interest period. If the 
borrower signs a note for $1,000 and receives 
the use of the full amount, the cost of borrow- 
ing is the rate designated in the contract, 
i.e., the nominal rate of interest expressed as 
a rate per cent per annum and applied to the 
monthly balances of principal at one-twelfth 
the annual rate. But under many mortgage- 
loan contracts the borrower never has the use 
of the full amount “borrowed.” Practically 
speaking, the lender does not promise to lend 
$1,000 and then withhold a portion of the 
principal sum promised to the borrower; but 
he might as well arrange the loan in this 
manner, for the fees, service charges, broker- 


age, or commissions which the borrower is 
required to pay as a condition of closing the 
loan have exactly the same effect as a dis- 
count of the principal. 

It is the purpose of this note to adapt the 
annuity principle to the opportunities offered 
borrowers in the mortgage-loan market. In- 
stalment payments, consisting of unequal 
amounts of interest and of payments on 
principal, are analagous to  terminable 
annuities: the borrower (like the insurance 
company) receives a principal sum which he 
(the company) contracts to pay back in a 
stated number of instalments (the annuity 
purchased), each payment consisting of inter- 
est on the outstanding balance of principal 
plus curtailment of the principal equal to the 
difference between the fixed instalment and 
the interest earned.! 


1A mortgage loan of $1,000 for ten years at five per cent 
requires a monthly instalment of $10.61. This is the monthly 
annuity purchasable by a single payment of $1,000 when 
it is agreed that the payments shall continue for 120 months 
and that interest shall be computed at the rate of five per 
cent per annum. But a loan of $1,000 at five per cent for 10 
years which obligates the borrower to pay out $25 in fees 
and other charges is in reality a loan of $975. Since the 
annuity which $975 will purchase is only 97.5% of the annu- 
ity purchased by $1,000, the instalments demanded of the 
borrower of $975 should be less than the instalments on a 
$1,000 loan, the rate of interest remaining the same. If, 
however, the $975 loan is assumed to bear a higher rate of 
interest than the rate stipulated by the lender, the instal- 
ments may rise to the same amount as required on a $1,000 
loan. In other words, requiring the borrower to pay on a 
$975 loan the instalments required on a $1,000 loan is 
tantamount to charging the borrower interest at a higher 
rate than is specified in the contract 
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Taste I. Net Inrerest Rates (Per Cent) on Amortizep Loans 
Supsect to Discount sy Reason oF Frinancina CHARGES 



































or Brokerage _ 
Nominal | Number of (Per cent of loan-contract principal) 
Rate Per | Monthly ——— Or 
Cent Payments | .25) .50) .75 1.00 1.50 2.00 3.00 4.00 5.00 
! 
4.0 36 4.2) 4.3) 4.5) 4.7| 5.0) 5.3) 6.0) 6.7) 7.4 
4.0 60 4.1] 4.2) 4.3] 4.4) 4.6] 4.8] 5.3! 5.7) 6.1 
4.0 120 4.1) 4.1] 4.2] 4.2) 4.3] 4.4) 4.6] 4.8] 5.1 
4.0 180 4.0) 4.1) 4.1] 4.1] 4.2] 4.3] 4.5) 4.6] 4.8 
4.0 240 4.0} 4.0) 4.1) 4.1] 4.2) 4.2] 4.4) 4.5) 4.6 
4.5 36 4.7] 4.8} 5.0] 5.2) 5.5) 5.9) 6.5) 7.2) 8.0 
4.5 60 4.6) 4.7) 4.8] 4.9) 5.1] 5.3) 5.8] 6.2) 6.6 
4.5 120 4.6) 4.6) 4.7) 4.7] 4.8) 4.9) 5.1) 5.4) 5.6 
4.5 180 4.5) 4.6) 4.6) 4.6) 4.7] 4.8) 5.1] 5.2) 5.3 
4.5 240 4.5) 4.5) 4.6) 4.6) 4.7) 4.7) 4.9) 5.0] 5.1 
5.0 36 5.2) 5.3) 5.5] 5.7| 6.0] 6.3) 7.1) 7.7) 8.4 
5.0 60 5.1] 5.2) 5.3) 5.4) 5.6) 5.8) 6.3] 6.7) 7.2 
5.0 120 5.1] 5.1] 5.2) 5.2] 5.3) 5.4) 5.7] 5.9) 6.1 
5.0 180 5.0} 5.1) 5.1) 5.2) 6.2) 5.3) 5.5) 5.7) 5.9 
5.0 240 5.0] 5.0) 5.1) 5.1) 5.2) 5.3) 5.4) 5.6] 5.7 
5.5 36 5.7| 5.8! 6.0] 6.2) 6.5) 6.9) 7.6] 8.3) 9.0 
5.5 60 5.6] 5.7; 5.8) 5.9) 6.1) 6.3) 6.7] 7.2] 7.6 
5.5 120 5.6) 5.6) 5.7) 5.7) 5.8) 5.9] 6.2) 6.4] 6.6 
5.5 180 5.5) 5.6) 5.6) 5.6) 5.7) 5.8) 6.0) 6.1] 6.3 
5.5 240 5.5) 5.6) 5.6) 5.6] 5.7] 5.8) 5.9) 6.0] 6.1 
6.0 36 6.2) 6.3) 6.5) 6.7; 7.1] 7.4) 8.1] 8.8) 9.5 
6.0 60 6.1] 6.2) 6.3) 6.4) 6.6] 6.8) 7.3! 7.7) 8.2 
6.0 120 6.1) 6.1) 6.2) 6.2; 6.3) 6.5) 6.7) 6.9] 7.2 
6.0 180 6.0) 6.1) 6.1) 6.2) 6.3] 6.3) 6.5) 6.7/ 7.0 
6.0 240 6.0) 6.1) 6.1) 6.1) 6.2) 6.3) 6.5) 6.6; 6.8 

















The table shows the relative significance of 
brokerage and commissions on loans for 
different terms and at various nominal rates 
of interest. All the interest rates found in the 
tables are average yearly rates; they apply 
only to loans which are amortized in the 
full number of periods indicated. The ‘bor- 
rower who completes the payment of his 
mortgage note ahead of schedule will have 
paid an annual rate of interest somewhat 
higher than the table values, depending on 
the number of payments cancelled by the 
liquidation of the debt. At any given nomi- 
nal rate, when the principal of the loan is 
discounted, the true average rate of interest 
diminishes with every increase in the term of 
the loan. Since financing charges and com- 
missions are ordinarily based upon the size of 


?E.g., a loan at 4.5% for 36 months, with brokerage 
amounting to .75% of the principal, yields an annual cost 
of 5%. With an income tax rate of 25%, applied to the 
contractual rate of 4.5%, the net cost to the borrower, after 
taxes, will be 3.875% (5.0—[4.5°X25]). The borrower 
who pays no brokerage will have the same net cost , after 
taxes, if his contract rate is fixed at 5.167% (3.875 X1.33). 


the loan and not upon the number of years to 
maturity, the borrower would in effect “‘save 
money”’ by electing to have the schedule of 
payments extend over as many years as 
possible. He would, of course, give some 
consideration to the psychological advantages 
of “‘getting out of debt’’ as soon as possible. 

The table may be applied to cases of re- 
financing. Refinancing charges are likely to 
be relatively high; and a new loan offer 
should not be accepted unless the average 
annual cost, as shown by the table, is less 
than the average rate on the old loan. When 
refinancing is involuntary or recommended by 
the necessity of reducing the monthly pay- 
ments, the new loan cannot be directly com- 
pared with the old loan, since the new loan 
will ordinarily extend over a longer term than 
the balance of the time period in the old loan. 
But various opportunities for refinancing may 
be compared inter se. 

Although brokerage and discounts are in 
effect hidden interest costs, they cannot be 
construed as interest payments under the 
present income-tax laws. Other things equal, 
the tax-wise borrower would prefer institu- 
tions which do not collect brokerage and 
other service fees. Tables such as the one 
furnished here would help him locate the 
point at which the tax deductions for explicit 
interest payments offset the apparent saving 
in interest charges when a part of the cost of 
the loan has been shifted to initial brokerage 
and fees.? 

Another conclusion should be obvious from 
the table. Lenders of mortgage money could 
reduce stated interest rates to extremely low 
levels; but the reductions would represent no 
savings to borrowers if accompanied by larger 
fees and commissions. No reduction in 
nominal rates can be regarded as a boon to 
mortgage borrowers unless the charges inci- 
dental to making the loan remain constant or 


decrease. 
Rosert S. SMITH 


Duke University 





The United Nations and Changing Land Use in a 
Metropolis 


HEN in December 1946, the decision 
was made to build the United Nations 
headquarters in the heart of Manhattan 
along New York City’s East River, the 


average citizen of the metropolis was as- 
tounded. His newspapers had been telling 
him of the search of the United Nations site 
committee, which had extended from New 
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York State’s Westchester County to Cali- 
fornia’s San Francisco. However, the offer 
by Mr. John D. Rockefeller, Jr., of the 
seventeen acres of land in the center of 
Manhattan made all the previous planning of 
the site committee an academic gesture. 
After only 36 hours of deliberation, the offer 
was accepted; in April 1947, Trygve Lie, 
Secretary General of the United Nations, 
received the deed to the land from William 
O’Dwyer, Mayor of the city of New York. 
Seventeen acres of land plus additional 
parcels contributed by New York City, a 
total of approximately six city blocks (ex- 
tending from 42nd Street to 48th Street along 
the East River), is only asmall section of land 
compared with the other sites which had 
been contemplated. Each of the other areas 
considered as possible headquarters repre- 
sented at a minimum seventy-five times as 
much space as the seventeen acres in the 
Rockefeller grant. The earlier objective had 
been a more or less self-sufficing community 
with low buildings in spacious surroundings; 
the new goal was a United Nations head- 
quarters as an integral part of the City of 
New York. The latter necessitated a major 
change in land utilization for an area in New 
York City accommodating primarily meat 
packing establishments, lofts, and a few scat- 
tered tenement houses. 


Three Centuries of Land Use 


During three centuries, successive major 
land use changes have taken place in this 
area. At the beginning of the seventeenth 
century, the present site of the world capital 
was the farm of George Holmes and Thomas 
Hall, two Englishmen, who received the 
grant of land in 1639 from the Dutch. Called 
Turtle Bay Farm (a corruption of the Dutch 
word Deutel), it was operated for a few years 
as a tobacco plantation.! By the time of the 
American Revolution, the neighborhood had 
changed sufficiently to include grist mills, 
warehouses, and a boat building plant. 

In pre-Civil War days, ‘“‘Paddy Corcoran’s 
Roost,” a shanty colony concentrated largely 
on Prospect Hill above 42nd Street, over- 
looked the southern section of what is now 
the United Nations site. By the latter part of 
the nineteenth century, single-family dwell- 
ings had been supplanted by multi-family 





1United Nations Department of Public Information, 
“New York City Chosen for Permanent Headquarters,” 
Weekly Bulletin, Vol. 1, No. 21, Dec. 24, 1946, p. 33. 


structures. Built before the New York State 
Tenement House Law of 1901, these accom- 
modations were without adequate light, air 
and sanitation. During the nineteenth 
century, they were the habitat of the Irish, 
Germans, Austrians and other north Euro- 
peans; by the twentieth century these had 
been displaced largely by south Europeans. 

In the early part of the twentieth century, 
the section again changed in character. The 
land, considered too valuable for tenement 
use became the locale of the slaughter houses 
and, just south of the abbatoirs on 41st Street 
and the East River, the New York Edison 
generating plant. 


High land values which had dictated in- 
dustrial use for the area soon to be supplanted 
by the United Nations’ headquarters, indi- 
cated high rental housing in adjacent sections. 
On Prospect Hill, overlooking the East River 
at 42nd Street, old law tenements and the old 
brownstone single-family dwellings gave way 
in 1927 to Tudor City, a housing develop- 
ment of twelve skyscraper buildings accom- 
modating 6,500 people. To the north of the 
present United Nations’ site, more old law 
tenements were swept away and Beekman 
Place and Sutton Place achieved smart resi- 
dential status. Thus as early as 1930, both 
the areas to the north and to the southwest 
of the present United Nations’ site had 
achieved Grade A residential status. 


The upswing in the character of the area 
was given additional impetus in 1940 when 
the East River Drive, with intermittent park 
spaces, was constructed. The plans of the 
real estate firm of Webb and Knapp, Inc., 
of New York City, indicated more recently 
that the blocks along the waterfront between 
42nd and 48th streets were ripe for change. 
They had assembled a tract larger than the 
17 acres later acquired by Mr. John D. 
Rockefeller, Jr., and had planned to develop 
it as a skyscraper community, including fifty- 
story office structures and thirty-story apart- 
ment buildings. Mr. Rockefeller’s offer and 
its acceptance shelved these earlier plans of 
urban redevelopment but the real estate firm 
plans to utilize the land which it still owns 
and has talked tentatively of an airline 
terminal, an opera house and a hotel to be 
built in proximity to and in harmony with 
the United Nations development. 





“The United Nations Site Through Three Centuries,” 
Tudor City View, January 1947, p. 7. 
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Land Assembly 


Because Webb and Knapp had assembled 
the site for a skyscraper community, this com- 
plicated procedure did not have to be under- 
taken again for the United Nations. In 
other words, the land was already “pack- 
aged.” However, Mr. Rockefeller’s $8,500,- 
000 gift was made with a number of provisos, 
one of which was that the streets included 
within the area were to be given to the United 
Nations by the city of New York. Since the 
area is subjected to the standard gridiron 
plan of street development in New York City, 
redevelopment necessitated a replanning of 
streets. The city also had to agree to give to 
the United Nations parcels of land essential 
to rounding out the site, including a play- 
ground on 42nd Street and a strip of land 40 
feet wide along Franklin D. Roosevelt Drive 
facing the East River. The United Nations 
also obtained the exclusive right to the 
waterfront along the East River. For its 
part, the United Nations agreed to pay for the 
cost of reconstructing the Franklin D. 
Roosevelt Drive and its approaches adjacent 
to the site. 

Although the United Nations has not the 
right to use condemnation to acquire land 
directly, this does not prevent New York City 
from transferring land to the United Nations 
that has been acquired by this method. The 
law also stipulates that the world organiza- 
tion may obtain additional territory in the 
future through gift, grant, devise or purchase. 
Governor Dewey was authorized to cede any 
jurisdictional rights that New York State 
might have in the present site and it was 
made a matter of legislative determination 
that ‘‘a public purpose is served” when New 
York City grants land to the United Nations.? 

It might well be argued by constitutional 
lawyers that much of the new legislation is 
superfluous; earlier legal decisions in New 
York State may be interpreted to imply that 
land used for the headquarters of the United 
Nations constitutes a public purpose. How- 
ever, state and city officials, wary of potential 
taxpayer suits, are allowing no loopholes for 
judicial intervention. 


Gntaadiiien.... . 
Tax Exemption 





city, the Rockefeller gift carried the proviso 


2 New York State, Senate Int. No. 1302, 1305, Feb. 10 
1947, 
3H. J. Res. 121, 80th Cong. 1st Sess., Feb. 12, 1947. 
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of exemption from taxation, federal, state 
and local—which was accepted by the 
various levels of government. At the federal 
level, Congress passed a law which enabled 
the grant of land to be made free from the 
gift tax.’ 

New York State passed a series of laws pro- 
viding for tax exemption of real property and 
waiving of special assessments. The annual 
loss to the city from the tax exemption of the 
land included in Mr. Rockefeller’s gift is 
$245,777. However, it is contemplated that 
increases in land values in the area adjacent 
to the United Nations will yield some com- 
pensatory tax revenues. The state has also 
exempted all non-nationals employed by the 
world organization from its income tax.‘ 


Koning 


Changing land use, not only for the United 
Nations’ site but for the land adjacent and in 
proximity, has necessitated revision of the 
zoning regulations applicable to the area. 
The site itself, previously in an “unrestricted 
district,” is now in a “restricted retail” dis- 
trict. This means that stores and shops will 
be permitted on the ground level of buildings 
but such uses as will cheapen the neighbor- 
hood are excluded, e.g., dance halls other 
than in hotels, shooting galleries, etc. The 
change in the zoning restrictions is also 
applicable to land surrounding the site. The 
public hearings of the New York City Plan- 
ning Commission were indicative of the 
most recent thought of both property interest 
groups and civic-minded organizations. The 
general reaction, with the exception of a few 
individuals who opposed the restrictions as 
applied to specific pieces of property, was 
that the proposed regulations on height, use 
and area did not go far enough. Ina number 
of instances civic groups asked for an over-all 
plan and restrictions of wide scope to assure 
a worthy setting for the United Nations. 

Resident Status of the United Nations. A 
convention or treaty between the United 
Nations and the United States was thought 
desirable to delineate further the resident 
status of the world organization. Much that 
was included within the convention had been 
achieved previously by legislation but the 
Convention both lends additional dignity to 
the relationship and creates a moral obliga- 


4 New York State, Senate Int. No. 2490, March 3, 1947 
and Senate Int. No. 1304, Feb 10, 1947. 
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tion of the United States to adhere to the 
provisions. ® 


Headquarters in Progress 


By April 1948, the meat packing establish- 
ments, lofts and tenement houses originally 
on this site, were still in process of demolition. 
The world organization was financing the 
removal of the few residents living in the area. 
Wallace K. Harrison, co-designer of Rocke- 
feller Center, and Director of Planning for 
the project, has assisting him a ten-member 
board of design consultants from countries in 
the United Nations as far apart as Australia 
and the U.S.S.R.® 

International cooperation in planning for 
the world organization headquarters may be 
contrasted with the experience with the 
League of Nations Palace at Geneva. There 
10,000 separate plans were submitted to an 
international jury in 1927; nine years later 
the building was completed. In contrast, one 
plan arrived at cooperatively has been 
evolved for the United Nations; the schedule 
for completion is in terms of months rather 
than years. The overall plan contemplates 


several skyscrapers, functional in design, with 
space alloted on the basis of the needs of the 


various countries within the United Nations. 
Plans for a building program suffer from 
two major drawbacks, both financial: In 
common with all other builders in the United 
States today, the United Nations is facing 
rapidly increasing building costs; and in 
addition the dilemma of dollar shortages is 
plaguing most of the member countries of 
the world organization. The various coun- 
tries are finding it difficult to meet their 
quotas: therefore the United States has ad- 
vanced the money for most of the construc- 
tion costs. 


5“The United Nations Under American Municipal Law 
—A Preliminary Assessment,” Yale Law journal, June 1946, 
p. 782. 

® Ruth G. Weintraub and Rosalind Tough, ““New York 
Prepares for the United Nations,’ The American City, May 
1947, pp. 67-71. 

7 The number of people questioned in each borough was 
determined by borough population figures as shown in the 
latest census. Thus, Staten Island with less than 200,000 of 
New York City’s 7,000,000 people, contributed only forty- 
two of the total sample of 1341 interviews. To insure a 
representative cross-section of New York opinion, it was 
necessary to decide on which blocks within each bor- 
ough persons from different socio-economic groups were 
to be found. This was done by taking a selection of blocks 
which would assure proportionate representation of dwellers 
from low, medium and high rental levels (i.e. under $30, 
$30-$49, and $50 and above, respectively.) To insure proper 
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New Yorkers? Reaction 


Since it is believed that the reaction of 
New York residents to the project is of major 
interest a stratified sampling of public 
opinion has been made. Within a period of 
six weeks, in April and May of 1947, 1341 
persons living in New York City were inter- 
viewed.’ Gathered by interviews with people 
selected from as far apart as upper Man- 
hattan’s Riverdale and the southern shore of 
Staten Island, New York City’s Chinatown 
and Harlem, the Negro metropolis, it repre- 
sents the opinions of the occupants of all 
grades of housing from the penthouse to the 
cold water tenement. 

The survey sampled New York opinion on 
two basic questions: (1) Did you want the 
United Nations to locate here; (2) New York 
City is planning to give the United Nations 
freedom from taxes on both land and build- 
ings; what is your reaction? 

In answer to the question: Did you want 
the United Nations to locate in New York 
City, 70.7 per cent of 1341 persons inter- 
viewed, answered in the affirmative. 

However, people in Queens were less en- 
thusiastic about the United Nations locating 
in New York City than were those in other 
boroughs; only 61.3 per cent of the answers 
in this borough were favorable. 

The less cordial response of Queens may be 
attributed to some or a combination of all of 
the following factors. The temporary head- 
quarters at Lake Success are located within 
this borough and the needs of the personnel 
for housing have contributed to the housing 
shortage in a borough which was suffering 
severely from lack of housing accommoda- 
tions. Further, Queens with a high propor- 
tion of home owners is peculiarly sensitive to 
anything which affects the tax structure. 

The United States Census reports that 77 
per cent of the residents of Queens are native 
born compared with 65 per cent for New 
York City as a whole. With fewer roots in 


representation of the Negro population, blocks in which 
Negroes predominate were selected in a proportionate 
number of cases. Two thirds of the people were questioned 
in their homes; one third were questioned on the street 
running between the selected blocks. To attempt to secure 
adequate male representation, some interviewing was done in 
the evening and on Sundays. Only adults, 20 years of age 
or above, were interviewed. Dr. Charles L. Vaughn, As- 
sistant Director of Market Research of the Psychological 
Corporation, advised on the construction of the stratified 
sample. ~ 

Estimated Civilian Population of the United States by Counties, 
November 1, 1943, Bureau of the Census, February 1944, p.18. 
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Europe, they may be somewhat less interna- 
tionally-minded. 

Local pride was important. The most 
frequent reason given by persons interviewed 
was “New York City is the logical site.’ 
Next in importance, “good for business” was 
voiced frequently by men interviewees, re- 
gardless of the borough. A general feeling 
that it was desirable for the United Nations 
to come to the metropolis was evidenced by 
many who were unable or unwilling to offer 
a specific reason for their favorable attitudes. 

High density of population coupled with an 
acute housing shortage appeared to be 
responsible for unfavorable attitudes. The 
two reasons most often given in opposition 
were “too congested” and “apartments are 
too scarce.” An attitude far from encourag- 
ing was voiced with surprising frequency. 
“The United Nations is a failure.” This was 
offered as justification for lack of willingness 
to have the world capital accommodated in 
New York City. 

A variety of other explanations were offered 
in opposition. They included: “Other sites 
are available;” ‘It will cost the United States 
too much to have the United Nations in the 
City;” “There will be an excess of political 
pressure;” “Geneva is a better place than 
New York City for the United Nations;” 
‘Washington, D. C. would be preferable;” 
and “The building materials are needed for 
housing.” 

New Yorkers, cordial about the United 
Nations coming to their community, display 
much less enthusiasm about assuming any of 
the financial burden. Only 52.3 per cent of 
the 1341 persons interviewed approved of tax 
exemption on land and buildings compared 
with 70.7 per cent in favor of the United 
Nations locating in New York City. Queens 
was again less enthusiastic than the city as a 
whole with only 47.8 per cent of the people 
favoring tax exemption. 

Opposition to tax exemption fell into two 
major categories; fear of increased taxes and 
antagonism to the concept of the United 
Nations. Such statements as “taxes are high 
enough;” The United Nations should pay 
taxes like everybody else;” ““We don’t want 
rents raised” were typical of the first group. 
The more basic opposition was illustrated by 

occasional statements that “the United 
Nations is unsuccessful anyway.” 

Among the 52.3 per cent in favor of tax 
exemption, many recognized the general 
principle that property used for philanthropic 


purposes in New York City is tax exempt and 
that the United Nations property should 
come within the general principle. The need 
of the world capital for financial aid was given 
as an additional argument for tax exemption. 


The Future of Land Use 


Land adjacent to the site has skyrocketed 
in price; plans are being made to change the 
character of utilization of the area. Where, 
up to the present, warehouses, lofts and tene- 
ments had stood, there will be expensive ele- 
vator apartment buildings and commercial 
developments. 

Many of the “smart shops” are now lo- 
cated on upper Fifth Avenue (the Rockefeller 
Center section and above) whereas they were 
previously south of Forty-Second Street. It 
is possible that the United Nations head- 
quarters may be a magnet which will exert 
an eastern pull and cause some of the exclu- 
sive business which might have had to move 
north to have a second choice of location. 

The effects of the United Nations head- 
quarters on land utilization, however, will 
depend in no small degree on the extent to 
which the United Nations community be- 
comes integrated with the larger whole. The 
approximately 30 per cent opposition ex- 
pressed by the small sample of New Yorkers 
interviewed and the still greater resistance to 
tax exemption would seem to indicate a 
challenge. The New Yorker needs to become 
intelligent about the world organization, if 
he is to consider it an essential part of 
his home town. Effort will need to be ex- 
pended to attract New Yorkers to the United 
Nations headquarters to observe a world 
capital in action. It is not enough that the 
out-of-town resident visit the headquarters 
and that the diplomats from the nations’ 
capitals transact business on the site. A 
world community, even in the center of a 
metropolis, may easily become isolated. That 
the people of New York identify their com- 
munity with the United Nations is of primary 
significance both to the city and the world 
organization. The metropolis cannot afford 
to have a discrete unit within its boundaries. 
In turn, the United Nations headquarters 
along Manhaitan’s East River may be able 
to reach fruition more easily if it becomes an 
intergrated part of the world’s largest city. 

RosaALinD TouGH 
RutH G. WEINTRAUB 
Associate Professors 
Hunter College 
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Public Utility Financing in the First Quarter of 1948 


OTALING some $713 million the offer- 

ings of public utility securities during the 
first quarter of 1948 exceeded those of the 
same period in 1947 by $264 million. This 
total, however, was $278 million short of the 
record high fourth quarter of 1947. Latest 
indications are that these totals will continue 
to rise as the electric industry continues its 
$5-$6 billion postwar expansion program. 
Included in the 1948 figures were the common 
stock offerings taken in toto by holding com- 
pany parents of the operating electric utilities. 
Not included, however, were contributions 
by the holding companies to their subsidiaries. 
Such contributions are sometimes made in 
lieu of additional common stock financing 
and they have the effect on the books of the 
operating companies of increasing the stated 
value of the common stock already outstand- 
ing in the hands of the parent. There were 
six serial issues of over five years in the 
quarter. These totaled $34,095,000 principal 
amount and five of them were placed pri- 
vately. They were: $3,000,000 Ohio Public 
Service Company, 214-234%, privately 
placed in January; $4,000,000 Baltimore 
Transit Company, 3% equipment trust notes, 
privately placed in March; $600,000 Black 
Hills Power & Light Company 314% serial 
notes, privately placed in March; $6,400,000 
Panola Gas Company 3.5% semi-annual 
loan, privately placed in March; the $295,000 
Trailways Service, Inc. 4-414% first mort- 
gage bonds offered publicly in March; and 
the $20,000,000 Cities Service Gas Company 
314% first mortgage bonds placed privately 
in March. 

Table I shows the public-utility long-term 
debt issues offered publicly during the quarter. 
It is significant to note that the four electric 
utilities offering debentures also offered 
mortgage bonds. The use of such unsecured 
debt issues, though not especially favored by 
the Securities and Exchange Commission, is 
permitted by the Commission in lieu of pre- 
ferred stock issues or mortgage bond issues 
when the market is not favorable to the use of 
the former and when added mortgage debt 
would jeopardize mortgage debt to net 
property ratios prescribed by the Commission. 





1See, for example, S. E. C. approval of the recent 
financing program of Texas Electric Service Company. 
S. E. C. Holding Company Act Release No. 8059, March 19, 
1948, 


When permitted, however, such debenture 
issues usually provide adequate protection to 
investors by including in the debenture agree- 
ment provisions restricting payment of com- 
mon stock dividends and establishing sinking 
funds.! 

Following the pattern set in 1947, the 
largest issues were those offered by members 
of the telephone industry, namely, the $75 
million Pacific Telephone and Telegraph 
Company issue and the $60 million New 
York Telephone Company issue. The 
weighted average of offering yields of the 
long-term debt issues offered publicly was 
3.15%. This was a higher average than any 
of 1947. The $25 million Philadelphia Elec- 
tric Company 274% First & Refunding issue 
offered at 99.25 to yield 2.91% was the 
lowest yield issue as well as the issue resulting 
in lowest cost to company. Even this lowest 
“true cost to company” figure, however, did 
not approach the previous lows of 1946 and 
1947. While the offering yields, as an aver- 
age, were somewhat higher than those of 
1947, the weighted average of underwriters’ 
commissions remained on the 1947 level, 
at .628%. The range of the underwriters’ 
commissions was from .161% for the $40 
million Southern California Edison Company 
3%’s of 1973 to 5% for the Northeastern 
Water Company Sinking Fund Collateral 
Trust 5’s of 1968. Whether this latter figure 
resulted from the fact that the holding com- 
panies in the water industry are not subject to 
competitive bidding rules with respect to 
security issues or from the quality of the issue 
is a matter of interesting and _ possibly 
fruitful conjecture. It seems odd that the 
federal government has not seen fit to extend 
to the holding companies in the water-supply 
field the regulations and restrictions that have 
become commonplace in other sectors of the 
utility industry. 

Estimated incidental expenses incurred in 
offering long-term debt issues publicly were 
higher in the first quarter of 1948 than at any 
time in 1947. Similarly, the upward trend in 
the true or effective cost of capital continued 
in the opening months of 1948. The 3.16% 
weighted average for this final item was 
higher than in any of the 1947 quarters. 


Table II presents the long-term debt issues 
offered privately. Columns (H), (I), and (J) 
have been added in this quarter’s summary 
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Taste I—SumMMaARY AND ANALYsIS OF Pusiic Utitiry Lonc-TERM Dest Issues OFFERED 
PuBLicLy, First QuARTER, 1948 

































































‘ Esti- Net 
Gross | mated | Pro- | True 
Cou- Ma- Offer-| Under- | Pro- Inci- | ceeds | Cost 
Company and Issue n Principal | turity| Month of | Offering | ir writers’ | ceeds to | dental to to 
te Amount Date | Offering Price | Yield| Com- | Com- X= Com- | Com- 
missions; pany penses pany n 
: (A) e! © |m] @ ® |}@|@ | | o | ww |ay 
BONDS % $ % |%|%|% | % | % | % 
Central Illinois Public Sorte Co. 
First Mortgage, Series B.......... 334 | 10,000,000 | 1977 | January 102.365 | 3.25 -660 | 101.705) .600 | 101.105) 3.37 
Dayton Power and Light ee 
First Mortgage..............0+0- 3 8,000,000 | 1978 | January 100.750 | 2.96 -610 | 100.140} .830] 99.310) 3.03 
New York Telephone Com 
Refundi Mortgage, es Bisccs 3% | 60,000,000 | 1978 | January 101.430 | 3.05 -580 | 100.85 -850 | 100.000) 3.13 
orthwestern Water Compan: 
Sinking Turd C Collateral’ Trust. peek we 10,000,000 | 1968 | January 100.000 | 5.00 | 5.000 | 95.00 | 1.223 | 93.777) 5.62 
Potomac Edison Company 
First Boaters m4 Col. Trust....] 34% 4,000,000 | 1978 | January 100.486 | 3.10 -167 | 100.319] 1.549 | 98.770) 3.19 
Potomac Electric Power Company 
First Mortgage..............s00- 3 15,000,000 | 1986 | January 100.990 | 2.95 -539 | 100.451) .601 | 99.850] 3.01 
Public Service pany of N. H 
First Mortgage, Series C.......... 3% 3,000,000 | 1978 | January 102.915 | 3.10 «785 | 102.130}  .989 | 101.141] 3.19 
Southern California Edison oom gall 
First and Refunding Mortgage. . 3% | 40,000,000 | 1973 | January 102.187 | 3.00 -161 | 102.026} .536 | 101.490] 3.04 
Illinois Power ae 
Dp aisrenwies seu ann ais 3% | 15,000,000 | 1978 | February | 100.485 | 3.10 -335 | 100.150} .760 | 99.390] 3.16 
Towa keg an Light Company 
Mortgage.............s000- 3 6,000,000 | 1978 | February | 100.990 | 2.95 -480 | 100.510} 1.480} 99.030] 3.05 
Ohio Public Service Company 
irst Mortgage. .........sseeeeee 3% | 10,000,000 | 1978 | February | 100.750 | 3.09 -490 | 100.260) .830] 99.430) 3.15 
Ohio Rapid Transit Company 
First Mortgage and Col. Trust....| 434 500,000 | 1963 | February | 100.500 | 4.45 a a a a a 
Philadelphia Electric Company 
First and Refunding Mortgage....| 224 | 25,000,000 | 1978 | February | 99.250 | 2.91 -610 | 98.64 -630 | 98.010} 2.98 
Tampa Electric Company 
irst Mcrtgage............ssee0e 3 6,000,000 | 1978 | February | 100.970 | 2.95 -681 | 100.289) .799 | 99.490) 3.03 
California-Cregon Power Company 
First Mortgage..........ceeseeee 3% 4,500,000 | 1978 | March 101.000 | 3.07 -469 | 100.531 a a a 
Interstate Power Company 
First Mortgage..............e00. 334 | 20,000,000 | 1978 | March 102.720 | 3.60 | 1.000 | 101.720 a a a 
Kansas Gas and Electric Company 
Deanagnerenessin 3% 5,000,000 | 1978 | March 101.250 | 3.06 -530 | 100.720) 1.300 | 99.420) 3.16 
—— Gas and Electric Co. (Ky.) 
First and Refunding Mortgage....| 3 8,000,000 | 1978 | March 100.990 | 2.95 -306 | 100.684; .804 | 99.880} 3.01 
Louisville Power and Light Company 
Mortgage. .........0seeeeee 3% | 10,000,000 | 1978 | March 100.485 | 3.10 -194 | 100.291) .851 | 99.440) 3.15 
Ohio Power Company 
First Mortgage. ...............0. 3 40,000,000 | 1978 | March 100.990 | 2.95 -460 | 100.530} .420 | 100.110} 2.99 
Public Service of Oklahoma 
First Mortgage.............2.00 2% | 10,000,000 | 1978 | March 97.540 | 3.00 -207 | 97.333] .603 | 96.730) 3.04 
San Diego Gas and Electric Company 
Teas eussaGsaessceie 3 10,000,000 | 1978 | March 101.390 | 2.93 -577 | 100.813) .523 | 100.290) 2.99 
Southwestern Gas and Electric Co 
irst Mortgage..............2006 3% 7,000,000 | 1977 | March 101.467 | 3.05 -397 | 101.070} .710 | 100.360) 3.11 
Texas Electric ice Company 
irst Mortgage.............00005 3 5,000,000 | 1978 | March 101.190 | 2.94 -320 | 100.870} 1.000} 99.870; 3.01 
Utah ener an ht Company 
First Mortgage............+.000+ 3% 3,000,000 | 1978 | March 101.467 | 3.05 -837 | 101.130} .870 | 100.260) 3.11 
Virginia a Power Company 
Sous saueeeeneneeos 3 10,000,000 | 1978 | March 100.990 | 2.95 -308 | 100.682 a a a 
West Pea} four Company 
EEE OCS 3 12,000,000 | 1978 | March 101.190 | 2.94 -471 | 101.719] .749 | 99.970) 3.00 
Wisontn Power and Light Company 
cece sale -ssiounvar 3% 3,000,000 | 1978 | March 102.460 | 3.00 -450 | 102.010} .900 | 101.110) 3.07 
DEBENTURES 
Eastern Gas and Water Invest. Co..... 54% 125,000 | 1978 | February | 100.000 | 5.50 a a a a a 
Columbia Gas and Electric Corp 44 | 45,000,000 | 1973 | March 101.250 | 3.18 -690 | 100.560} .370 | 100.190} 3.24 
Interstate Power Company 5,000,000 | 1968 | March 100.000 | 4.75 | 1.000 | 99.000 a a a 
Laclede Gas Light en A 6,084,000 | 1963 | March 100.000 | 4.50 a a a a 
Pacific Telephone and ——— ™ 3 75,000,000 | 1978 | March 102.750 | 3.11 -670 | 102.080 a a a 
Texas Electric Service Company.. 3% 5,000,000 | 1973 | March 102.125 | 3.13 -736 | 101.389)  .999 | 100.390} 3.23 
Utah Power and Light Company. A HS 3,000,000 | 1973 | March 101.675 | 3.40 -877 | 100.798} .998 | 99.800} 3.51 
Virginia Electric and Power Co. (c)....} 3 11,753,800 | 1963 | March 000 | 3.13 a a a a a 
Total or Weighted Average (b) ..... | aie | 510,962,800 vie .15 |  .628 | 100.763) .696 | 99.752) 3.16 














(a) Information not available. 
} Included in each final 


figure i 
(c) Convertible debentures offered for subscription by stockholders. 


is the maximum amount of information available. 
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and analysis. On the basis of information 
available for six issues, it was possible, there- 
fore, to compare estimated incidental ex- 
penses, net proceeds to company, and true 
cost to company with those of publicly-offered 
issues. Volumewise, long-term debt offered 
privately exceeded by $36 million that offered 
during the first quarter of 1947. There were, 
moreover, no unusually large issues. The 
offering yields ranged from 2.88% to 3.50% 
with 3.05% as the weighted average for 
eight issues. The weighted average of esti- 
mated incidental expenses based on six 
issues was only 1/10 of 1% higher than the 
similar figure for publicly-offered issues. 
The true cost-to-company weighted average 
was also close to the corresponding publicly- 
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offered average. At 3.11%, however, it was 
a shade lower, indicating that on the basis of 
the information available, it was a little 
cheaper for the utility companies to continue 
to offer long-term debt issues privately. 

Table III presents a summary and analysis 
of preferred stock issues offered both pub- 
licly and privately. The issues were too few 
in number to warrant making two tables 
as was done in the case of long-term debt. 
By including information on underwriters’ 
commissions and estimated incidental ex- 
penses where available, it was possible to 
make comparisons with expenses incurred in 
floating common stock issues. 

The expense items have also made possible 
the computation of gross proceeds to com- 


Taste II—Summary AND ANALYsis OF Pustic Utitity Lonc-TEerm Dest Issues OrreReD PRIVATELY, 
First Quarter, 1948 











Cou- 
Company and Issue on 


(A) ‘| (©) 


Principal 
te Amount 


Ma- 
turity | Month of | Offering 
Date | Offering | Price (Yi 


(D) (E) (F) 





$ 


Line By nk and Telegraph Co. 
New “Bagiand Gast and Electric Company 


S. F. Collateral. 3% 

Public Service et of New Mexico 
First Mort; 3% 
3% 


ntures 
Geeall a Power and Light Company 


8% 
met Water & tecvies Company 


8% 
Cheyenne Light ‘uel and Power Co. 
Consolidated Gas, Electric Light and 
Power Company (Baltimore) 
First Refunding Mortgage (S. F.)_....- 3 
El Paso Electric Company 
First Mor ite 3% 





2% | 1,000,000 
5,225,000 
1,000,000 
1,000,000 
334 | 1,000,000 
2% 500,000 
34 | 2,000,000 
1,000,000 
4 800,000 | a a 
3 | 12,000,000 
2% | 8,500,000 
1,100,000 
3% | 1,350,000 


15,000,000 
1,000,000 a 
3% | 4,000,000 
3% 2,000,000 
3% 2,750,000 
4% | 1,500,000 
3% 700,000 
15,000,000 
8,000,000 a a a 





% 
99.89 
100.00 
100.00 
99.52 
100.00 

February a 


1976 | January 
1968 
1978 
1977 
1971 
1977 
1968 


1975 


January 
January 
January 


February 


February a 
February 
{1958 | February 
1977 
1973] 
1978 


February 
March 
March 


March 
March 
March 
March 
March 
March 
March 
March 


1978 


1978 
1978 
1965 
1963 
1973 
1978 


























86,425,000 








| 100.50 | 3.05 | 0.72 | 99.26 | 3. 





(a) Information not available. 


(b) Included in each final figure is the maximum amount of information available. 
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pany, net proceeds to company, and true cost 
to company averages. In volume, the prin- 
cipal amount of preferred stock was approxi- 
mately equal to that offered in the first 
quarter of 1947. The $15 million Philadel- 
phia Electric Company $100 par issue was 
by far the largest of the quarter. Due to the 
heavy weighting of the Philadelphia Electric 
issue and the $5 million West Penn Power 
Company i issue the weighted average of offer- 
ing yields was down to 4.53%. Although 
lower than the 4.68% fourth quarter 1947 
figure, this represented a higher average than 
obtained in any of the other three quarters of 
1947. On the basis of five issues a weighted 
average of underwriters’ commissions was 
3.66%. The 2.60% and 2.61% figures for 
the Philadelphia Electrical Company and 
West Penn Power Company issues are proba- 
bly more indicative of a reasonable spread for 
high-grade preferreds under present market 
conditions and methods of offering such 
securities. The weighted average of 1.03% 
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for estimated incidental expenses was closer 
to the long-term debt expense figures than 
was the weighted average. of underwriters’ 
commissions. The true cost to company 
weighted average was 4.70%. Based as it 
was on only five issues, this figure was not as 
good an indication statistically of the cost of 
preferred stock financing as the 3.16% aver- 
age, based on twenty-six issues, was for long- 
term debt offered publicly. 

Table IV presents a summary and analysis 
of nineteen common stock issues whose offer- 
ing prices totaled approximately $49 million. 
As in the case of the issues included in Table 
III, underwriters’ commissions and estimated 
incidental expenses have been included where 
available and have been figured as percent- 
ages of offering prices. Not included were 
two large common stock issues offering during 
the quarter by underwriters. These repre- 
sented merely a change of ownership of com- 
mon stock issues already outstanding. For 
the seven issues for which information was 


TABLE I]]—Summary AND ANALysis OF Pusiic UTILITy PREFERRED Stock Issuzs OFFERED Pvups- 
LICLY AND PRIVATELY, First QuaARTER, 1948 








Principal 


Company and Par Value of 
Issue Amount(b) 


(A) () | 


Month of ing ing 
Offering 


Under- 
writers’ 
Commis- 

sions 


(E) (F) (G) 


Offer- | Offer- 


Price | Yield 





$ 


Inter-County Telephone and 
bie 5 oe Company 
($25 
Kentucky Water Service 
Company, Inc. 
($25 Par) 265,000 
Boise Water Corporation 
($100 Par 300,000 


Kansae-Nebrasia Natural Gas 
P; 228,800 


100,000 


wena india _— 
Service Com; 
($20 Par) ae (ec) 
ee Electric Co. 


4% | 5,453,880 
4.3 | 15,000,000 


5 1,000,000 
4.8 3,000,000 
4.2 5,000,000 
Suntend-Tulensn Telephone 

Company 
200,000 


2,000,000 





($25 Par) 5.25 
Pennsylvania Tel. Corp. 
($50 Par) $2.25 





January 


January 
February 
February 


February 
February 


February 
March 
March 


March 


$ % % of 
° | Offering 
Price 


25.00 


26.50 
99.75 
104.00 


18.00 
100.00 


100.00 
100.00 
101.205 


25.00 
50.00 























Total or Weighted Average(t)| 


| 82,547,680 


---| Fotheinde | 4.58 | 














(a) Information not available. 
(b) Based on par for 
(ce) Offered for subs 

(d) Placed privately. 


ption by common stockholders. 


(e) Underwriters’ expenses variable, maximum approximately $3.50 pe: 
the maximum amount of information available. 


(f) Included in each final figure is t 


ar value issues and offering price for no-par issues. 


r share. 
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TaBLE I1V.—SummMaArRyY AND ANALysIS OF PusLic Utitiry Common Stock Issues OrFERED DurRING 
THE First QuarTER, 1948 








Month of Number of 


Principal 
Offering Shares 


Company and Par Value of Issue 
Amount(b) 


Offering 
Prices 


(B) (C) (D) (E) 
$ $ 


(A) 





Cape and Vineyard Electric Company 
($25 Par) (e)- 35,000 

272,852 

46,894 


71,210 
13,790 


35,000 
12,400 


1,750,000 
3,410,650 
3,165,345 
1,424,200c 
279,247 


January 


ar) January 
New Bedford Gas and Electric Company 
($25 Par) (e) 
“We Pe) Gas Light Company 
o P. 


Wisconsin River Power Company 
($100 Par) (e) 


January 


January 
January 


3,500,000 
310,000 
298,900 

4,314,904 c¢ 


184, 898d 
4,080,000 


January 
January 
February a 
196,132 
7,868 
170,000 


eae Gas and Electric Company 
($8.50 Par) 


*Dayton Power and Light Company 
($17 Par 
Potomac Edison Company 
o Par) (e) 
“oa he Public Service Company 


February 
cet 
50,000 
103,113 
19,900 
100,000 
68,250 
555,039 
100,000 
7,048 
21,175 
100,000 


1,000,000 
2,165,373 

298,500 
2,150,000 
4,095,000 


February 
February 
March 
March 
March 
March 
March 
March 
March 
March 


" ar) 

*Dallas Power and Light Company 
(No Par) (f) 

Interstate Power Company f 
($3.50 Par) 4,079,536 


Minagoote ~ ata and Light Company 
(No Par) 
Ohio Power Company 
(No Par) (e) 
Neer 5 9 Electric Service Company 


2,750,000 
7,000,000 

190,575 
2,500,000 
| 48,947,128 





ar 
*West 5 tn Power Company 
(No Par) 


Total or Weighted Average (g) 





























(a) Information not available. 

(b) Based on offering price. 

(c) Subscribed by stockholders. 

(d) Portion of issue unsubscribed but later issued publicly. 

(e) Sale to parent or affiliated companies. 

(f) Texas Utilities Company, owner of approximately 91% of common, subscribed for its alloted share. 
(g) Included in each final figure is the maximum amount of information available. 


* Offered for subscription by stockholders. 
of 1% higher. As in the fourth quarter of 


available, the range of underwriters’ com- 
1947, the volume of common stock financing 


missions was from 2.62% to 10.88%, giving 


a weighted average of 6.07%. This was sub- 
stantially higher than the corresponding 
figure for preferred stock issues. Estimated 
incidental expenses (ranging from .08% on 
the $1.75 million Cape & Vineyard Electric 
Company issue to 4.95% on that portion of 
the $17 million Washington Gas Light Com- 
pany issue subscribed for by stockholders) 
were closer to the preferred stock figures. 
The weighted average of 1.22% was only 1/5 


exceeded that of preferred stock financing. 
This reflects in part the continuing demand 
for balanced financing programs as the post- 
war physical expansion of the utility indus- 
tries continues unabated. 


Epcar F. Bunce, JR. 
Graduate Student, 


Department of Economics, 
University of Wisconsin 
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A Critical Review of Research in Land Economics. 
By Leonard A. Salter, Jr. Minneapolis: 
University of Minnesota Press, 1948. 
pp. 253. $5.00. 


This book is even more than the title implies. 
It is a study in methodology in agricultural 
economics. I have found Salter’s presenta- 
tion the most stimulating new book in the 
field of agricultural economics. It should be 
studied and the issues thought through by 
every agricultural economist who has within 
himself the power of new growth. The day 
of success in this field by hit-and-miss methods 
is over. Pioneering without a compass may 
yield some results in the early stages of a new 
field of research. This is no longer true of 
agricultural economics. In this book Salter 
is searching for the compass. He has opened 
the subject in a vigorous manner. He does 
not purport to have said the last word. This 
book should stimulate an overhauling of re- 
search methods used by agricultural econo- 
mists. If taken seriously, this can prove to be 
the most valuable book of the year for the 
agricultural economist who wants to improve 
the quality and usefulness of his work. Some 
of the critical statements may prove hard to 
take for some who are comfortably riding 
along in old ruts. Any such disturbance will 
be a sign that something is needed. 

Salter’s book will have served a grand pur- 
pose if it stimulates students of agricultural 
economics to make a thorough re-examina- 
tion of research methods. The need is great. 
The new agricultural economics is not so 
simple as the old. Statesmanship economics 
has been added to farm economics. The two 
have not been harmonized. The danger of 
confusion is, therefore, great. A new ap- 
proach with well-defined methods of re- 
search is needed for the combined task. 
Salter has opened the window. His work will 
help us see the way. 

In addition Salter has given an interesting 
and useful survey of the development of land 
economics. A study of these chapters further 


illustrates the methodology which is certainly 
the central theme of the book. 

Salter’s chapters have the earmarks of a 
study made by a man who felt deeply the 
need of better tools than those furnished to 
him in the days of his apprenticeship. In 
striking out to find or to forge better tools, 
Salter manifested those qualities so much 
needed but which are all too rare. Scholar- 
ship, originality, dynamic purposefulness are 
some of these qualities. 

The book, of course, is not a finished prod- 
uct. It is a grand piece of work. Not one 
Doctor’s thesis in a hundred rises to the level 
of this one. The great contribution of the 
book will be in stimulating people to realize 
they must always be alert to improving their 
methods. He who is content with old meth- 
ods of research in the growing field of eco- 
nomics will not be known to the economists 
of the future. We all need to be growing 
through the kind of a struggle that Salter was 
going through. 

Great is the pity that he is not with us in 
person to help pilot the way to clearer think- 
ing and better research in the third quarter 
of the twentieth centruy. 


Henry C. TAYLor 


Farm Foundation, 
Washington, D. C. 
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The Missouri Valley. Land of Drought, Flocd, 
and Promise. By Rufus Terral. New 
Haven: Yale University Press, 1947. 
pp. 245, bibliography. $3.75. 


This is not a book addressed to the readers 
of Land Economics, and the reviewer, for one, 
is glad of it. It will appeal to the browsing 
layman rather than to the professional in 
regional planning or river development. Mr. 
Terral knows that thousands of readers who 
will need his footnote definitions of “kilowatt” 
and “acre foot” will nevertheless be rightly 
curious about the three-year-old Missouri 
Valley development which, by July 1948, will 
have cost 630 million dollars. 
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Choosing a method suited to the task, Mr. 
Terral has assembled a series of genre pieces 
which paint the problems of soil, floods, 
navigation, water rights, irrigation, under- 
ground water, and industrial development in 
colors bright enough to catch the eye. He is 
following the honorable precedent of Willson 
Whitman, whose God’s Valley did the same 
job for the Tennessee basin, and of Joseph 
Kinsey Howard, whose Montana, High, Wide 
and Handsome covers in bold strokes the oppo- 
site corner of the Missouri basin from Mr. 
Terral’s St. Louis headquarters. What the 
reader of those books misses in the present 
one is the people. What makes the Missouri 
Valley tick? The final chapter throws out 
some promising clues; they have not been 
used to track down the specific problems 
which make up the preceding chapters. A 
regional temperament “defiantly self-reliant” 
might suggest deep political reasons why 
“the Reclamation Bureau . . . has seemed 
to feel that its job was done when it made 
irrigation water available,” and why, in 
spite of the resulting failures, “many people 
in the upper valley have come to accept the 
Reclamation Bureau as the best way to take 
the federal authority if they have to take it at 
all.” Testing of such relations between 
attitudes and programs all the way through 
would probably have provided more meat for 
the politicians and administrators who will 
be reading the book, and might in addition 
bring valley readers to the stage of conviction 
on the closing assertions as to the human 
elements. They seem reasonable enough, as 
is, to the outside observer who has followed 
Bernard DeVoto. 


Those who do not accept Mr. Terral’s en- 
tirely legitimate view that the legislative 
charter for the Missouri Valley development 
ought to be worked out by profiting from 
TVA’s mistakes in its basin (plus some recogni- 
tion of water rights) will also complain that 
he doesn’t start from where they are. Partici- 
pants in the many programs working ulti- 
mately toward the same end, from the basin 
committee of the National Resources Plan- 
ning Board to the state conservation com- 
missions, may have this feeling. It will be 
strengthened by the lack of reference either 
to the huge physical program under way 
along the Missouri since the end of the War, 
or to the faltering steps toward multiple- 
purpose water conservation which the clumsi- 
ness of the present administrative arrange- 


ments has not entirely prevented: the Osage 
River is a case in point. 

But Mr. Terral has his eye on the main 
chance; it is the slim chance that the people 
in the valley will find out enough about the 
opportunities that watershed conservation 
holds, and the obstacles thereto, to mobilize 
for a common effort. His stories of the Fort 
Collins Forest Experiment Station discoveries 
on increase of snow melt by cutting timber, 
or of the improvement of grains and grasses 
for the Great Plains, are therefore not only 
dramatic but highly relevant. A chapter on 
“‘The Need to Know” gets to the heart of the 
obstacles to full development. It is a sober 
indictment of the agencies being used in the 
present development that until 1929 they had 
not maintained a continuous record of the 
flow of the Missouri River. Nowhere else is 
told the story which Mr. Terral here fits to- 
gether of the “‘second Missouri Compromise” 
which secured authorization of the Pick-Sloan 
plan by giving inconsistent guarantees to both 
the competing interests in the use of scant 
Missouri River water. 

Rufus Terral is the writer whose editorial 
page in the St. Louis Post-Dispatch shook the 
narrow water interests in the Missouri Valley 
four years ago with its challenge: “One river 
—one problem.” He has tackled a big 
problem and has seen it whole. The result 
properly shocks any citizen (from budget 
balancer to humanitarian) who would like to 
think that the great appropriations flowing to 
this great project are being spent with some 
effort to foresee their consequences. 


Henry C. Hart 
University of Wisconsin 


Farm Management. By John D. Black, Marion 
Clawson, Charles R. Sayre, and Walter 
W. Wilcox. New York: The Macmil- 
lan Company, 1947. pp. 1073. $5.50. 


This book possesses the tremendous ad- 
vantage of having been written by no fewer 
than four distinguished and exceptionally 
able farm management specialists. Coming 
up to the standards implied by its authorship, 
it stands by itself as a text in the field. It 
stands apart for a further reason: while for 
the past twenty years there has been an in- 
creasing tendency to use modern economics 
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in teaching and research in this field, for the 
first time a text has divested itself entirely of 
the “error” which has clung tenaciously since 
the first one appeared about the turn of the 
century. 

The reviewer finds himself freed from the 
tradition, honored in the observance, accord- 
ing to which farm management workers care- 
fully hoard, and then in an unrestrained and 
prodigal outburst, employ their most profuse, 
and extravagant adjectives in reviews of 
each others’ books—even in reviews of medi- 
ocre and sometimes thoroughly bad books. 
Without being in danger of getting into the 
company mentioned above, the reviewer con- 
fesses he is confronted not only with an excel- 
lent book but with a definitive book on farm 
management. 

Why is this text different? Why superior? 
One reason is given by the authors in their 
Preface statement that “the economics pre- 
sented is the economics of the farm as a fm, as 
this terminology has come to be used in 
recent economic literature” (p. vi). This is 
most important when one considers that al- 
most all previous works have represented 
economic agnosticism and have turned to 
finding “‘truths” in cross tabulations of almost 
everything under the sun. This traditional 
approach represents an explicit denial that 
the farm is an economic whole or an eco- 
nomic entity. Either explicit or implicit in 
the cross tabulation is the conclusion that, if 
the farm operator makes adjustments in the 
direction suggested in these tabulations, he 
can increase his net returns. Commenting on 
a specific use of this method the authors state 
with more than needed restraint: “One 
could scarcely conclude from this table that 
any one of these five groups of farms would 
do better to shift to one of the other systems 
of farming” (p. 497). The authors continue: 
‘‘What these tables mainly show is that the 
better farmers own the better farms, obtain 
higher yields, and also have higher incomes.” 


In sharp distinction to this traditional ap- 
proach which gives results which are wrong, 
spurious, or neutral with regard to the issue 
of combining the agents of production to 
maximize returns, the book being reviewed 
presents a constructive and positive approach. 
“‘The determination” of optimum factor com- 
bination, the authors say, ‘‘must be an indi- 
vidual one depending upon the special cir- 
cumstances in each area and on each farm” 
(p. 497). Their approach is by the budget 
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method. It is hardly necessary to point out 
that the writers are fully conscious of the 
limitations involved in employing this 
method. A major contribution of the book 
rests in showing for actual farms how the 
budgeting job is done and what its possibilities 
are. In this connection illustrations are 
drawn from farm management work of the 
Bureau of Agricultural Economics, the Ex- 
periment Stations, the Soil Conservation 
Service, the Farm Security Administration, 
and the Tennessee Valley Authority. A 
further important contribution of the book 
lies in demonstrating how “much of the 
research of the Experiment Stations could 
advantageously be pointed directly toward 
supplying . . . farmers with the information 
needed in making such farm plans” (p. 630.) 

The authors not only develop the principles 
and methods of analysis but illustrate them 
with regard to every important type of farm- 
ing and many systems of farming found on the 
continent. They also deal, almost at book 
length, with some “‘special problems of farm 
management” including chapters on farm 
equipment, labor, land, rented farms, buying 
and selling, financing, appraising, etc. 


Not being content to review any book with- 
out finding some fault, the reviewer is led to 
complain of the price of the volume. (Per- 
haps this is not so relevant in the United 
States where the tempo of the economy and 
the distribution of real income are more favor- 
able than here in Canada!) However, the 
price reflects the encyclopedic (1073 pages) 
character of the book: it has, sections dealing 
with social organization, the historical origins 
of land holding, land survey systems, farm 
tenancy by regions, population and migra- 
tion, population and food supply. It des- 
cribes the major features of American agri- 
culture. Unquestionably, these matters have 
an important bearing on farm management. 
While admitting this, one can assert that 
consideration of them belongs in the broader 
field of agricultural economics. On the other 
hand, the breadth of the work represents more 
than an adequate answer to those who charge 
that current thinking on the production side 
of agricultural economics seldom goes be- 
yond the “stock remedy . . . of more tech- 
nological gadgets and better farm manage- 
ment.””! 


1Cf., T. W. Schultz, “How Efficient is American Agri- 
culture,” Journal of Farm Economics, August 1947, pp. 644-58. 
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More as an expression of the limitations 
which have characterized the development of 
the field than a criticism of this book is the 
point that the work falls short of demonstrat- 
ing without reservation the means by which 
resources can be allocated within the farm 
business in a manner fully consistent with the 
marginal principle. We do not know enough 
about production functions in agriculture; we 
do not know enough about the implications 
of risk on scale of operations, on outlays of 
variable cash expenses. This list, needless to 
say, could be greatly expanded. 

No review of this work should avoid men- 
tion of the sixty-two excellent photographs, 
all carrying a farm management message. 

The reviewer does not like text books— 
they are a necessary evil. In fact, he is 
tempted to apply, particularly to the text 
book field, Sidney Smith’s epigram: “I never 
read a book before reviewing it; it prejudices 
a man so.” Here is a book on which any 
reader, let alone a reviewer, can well take a 
chance. It brings within the covers of a 
single volume, for the first time, the “New 
Look” in farm management—and here, in 
sharp contrast to certain other fields, the 
“New Look” was urgently needed. 


Davip L. MAcFARLANE 


Macdonald College 
McGill University 
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Leases: Percentages, Short and Long Term. By 
Stanley L. McMichael. New York: 
Prentice-Hall, Inc., 1947. pp. 585. $5.00 


As pointed out by the author in the fore- 
word, this is the fourth edition of a book deal- 
ing with the history and practice of leasing 
real estate for terms of years. Its first pre- 
decessor, Long Term Land Leaseholds, which 
was published in 1921, dealt exclusively with 
the so-called ninety-nine year leases, and 
incidentally formed the nucleus of the rather 
substantial ‘Realty Library’ under the 
authorship of Mr. McMichael. This was 
followed by Long and Short Term Leaseholds in 
1923, and an enlarged edition under the 
same title in 1925. The greatly increasing 
popularity of what are commonly called 
“percentage leases” prompted the author to 
extend the subject still further in the present 
work. The experience of some of the best- 


known real estate leasing authorities in the 
nation has been drawn upon in this instance 
by the ever-resourceful and leading writer of 
books covering very nearly the entire gamut 
of real estate activities. The result is a highly 
authoritative guidebook which should prove 
invaluable to prospective lessees of real estate, 
brokers who wish to specialize in the negotia- 
tion of real estate leases, and owners who 
wish to retain their properties while re- 
linquishing the use and operation thereof to 
others. 

Chapter I, which traces the history of the 
practice of leasing from antiquity to the pres- 
ent time, is followed by definitions of the vari- 
ous types of leases, together with the contents 
and characteristic features of a typical 
lease in Chapter II. The general principles 
governing the writing and operation of short- 
term leases are described in Chapter III, 
with special attention being paid to a few 
fundamental differences which distinguish 
them from those controlling long-term leases, 
although they are the same for the most part. 

Percentage leases, the greatly increased use 
of which is advanced by the author as this 
volume’s principal raison d’etre, are quite 
amply explored in Chapters IV through VIII 
inclusive, including such phases as selecting 
the percentage rate, devices for checking on 
gross sales, desirable special provisions, and 
recapture clauses. 

Chapters IX to XIV, inclusive, are con- 
cerned with adjusting rentals to dollar values, 
the origin, growth and policies of chain 
stores, what chain stores want to know about 
locations, analyzing pedestrian traffic, build- 
ing a chain-store leasing department, and 
requiring the tenant to share the taxes. 

Concession, signboard, oil, gas, and a 
variety of other short-term leases are des- 
cribed in Chapter XV. 

Long-term leases which formed the burden 
of the author’s earliest expedition into the real 
estate leasing field, referred to earlier, quite 
naturally engages the greater part of his 
attention in the current excursion as well. 
Slightly over half of the first two hundred and 
fifty pages comprising the book proper, or the 
last eighteen chapters, are devoted to long- 
term and ninety-nine year leases. Various 
aspects of these leases, forming a rather ex- 
haustive list, comprise the subject matter of the 
individual chapters, such as: long-term leases 
in a changing world; leases of unusual types; 
three general types of leases; advantages to 
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lessor and lessee; essential features of a lease; 
security to lessor and lessee—building clause 
and bonds; insurance, strikes, trustee, assign- 
ments; other important lease covenants; 
termination provisions; agreement to make 
a lease; financing leasehold estates; appro- 
priating leased land; legal aspects of a lease; 
advantages of making a lease renewable 
forever; effect of income tax laws on leases; 
appraising leasehold estates; who shall write 
the lease; suggestions to brokers. 

On the whole, the book is quite readable 
and should not cause the layman of average 
intelligence too much difficulty in under- 
standing. The only possible exceptions 
being certain parts of the Chapters X XVII, 
XXVIII, XXX, and XXXI in which are 
discussed: appropriating leased land, legal 
aspects of leases, effect of income tax laws on 
leases, and appraising leasehold estates, re- 
spectively, especially the last. Upon first 
reading of the book one gets the impression 
that it is somewhat repetitious which, in a 
volume of this nature, may be more of a 
virtue than vice. This is partly to be ac- 
counted for by the fact that the author has 
resorted to quotation rather extensively, in 
some instances from several authorities in 
succession on the same subject. 

The. book is rather unique in that con- 
siderably more than half, three hundred and 
thirty-five pages to be exact, is taken up with 
the index, appendices, and specimen leases 
which would ordinarily be classified as 
appendix material also. 


W. H. Ten HAKEN 


University of Wisconsin 


Monetary Theory Second Edition. By George 


N. Halm. Philadelphia: The Blakiston 
Co., 1946. pp. 491. $3.50. 


Professor Halm has revised his well-known 
Monetary Theory, originally published in 1942, 
so as to include a discussion of the Bretton 
Woods Agreements and other recent de- 
velopments in the field of his study. The 
result is a book as up to date as it could be, 
in this rapidly moving world of ours. To this 
reviewer it is not entirely clear what the 
primary objective of the author is; in the 
preface of the first edition, Professor Halm 
says that he tries, in his book, to summarize 
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the present state of the debate in monetary 
theory as he sees it. On the other hand it 
would appear from the same preface that the 
book is primarily intended to be a text-book 
for “the elementary student in money and 
banking.” ‘Now these two objectives might 
not be reconcilable and certainly they have 
not been reconciled in Professor Halm’s 
treatise. The contemporary monetary de- 
bate takes place on a very high level of theo- 
retical abstraction and, at the same time, 
practically all the aspects of economic theory 
must be brought into play, at one time or 
another, when dealing with such problems 
as business cycle theory, the theory of inter- 
national payments, etc., etc. The elementary 
student would not have the equipment to 
follow the contemporary debate in its most 
interesting and valuable aspects. Should 
Dr. Halm, therefore, have succeeded in his 
first objective, he would have written a 
treatise which would be of immense interest 
to his fellow economists but which only 
graduate students could profitably use. On 
the other hand, if he were writing for the 
“elementary student in money and banking,” 
he would have to leave out many of the 
niceties of the theoretical debate and would 
have to be far less scornful than he appears to 
be of factual data. 


Professor Halm says that many years of 
teaching experience have convinced him 
“that the introduction of a large amount of 
factual data tends to confuse the student’s 
understanding of the working of the mone- 
tary system.” That indeed is an extremely 
surprising statement. One reason why there 
exists at present such an unwholesome divi- 
sion between economic theory and economic 
practice is precisely to be found in the fact 
that the “elementary student” is not shown, 
very early in his career, how the theories he 
is taught tie in with the economic experience 
of every-day life. Professor Halm’s book fails 
to create that bridge; whereas the material 
in it may be largely familiar to the advanced 
student, it must inevitably appear to the 
beginner as only very tenuously connected 
with practical issues. 


The pattern of the book follows the custo- 
mary arrangement. Part I is devoted to The 
Supply and Value of Money; Part II to 
Money and Foreign Exchange; Part III deals 
with Money, Investment, and Employment. 
Throughout the book one finds a very strong 
influence of the work of the late Lord Keynes, 
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but the Keynesian contribution is not given 
the critical appraisal which would be ex- 
pected from an advanced treatise. The re- 
viewer is struck with what impressed him as 
a rather uncritical acceptance of the theory 
of “liquidity preference” or that of the 
“multiplier.” Both are presented, incident- 
ally, in a far too simplified form. 


One of the greatest difficulties economic 
theory seems to be faced with, is a definitive 
elimination of pseudo-quantitative concepts. 
In no field is that elimination more necessary 
or more overdue than in the theory of 
money. It is disappointing to find that this 
modern treatise brings no improvement in 
the situation. Whether we take the discus- 
sions of the ‘trade volume” (pp. 85-87) or of 
the national income (pp. 90-92) or of the 
price levels (Chapter 8), we find no acknowl- 
edgment given to the fact that the only 
method of quantitative expression of eco- 
nomic aggregates is in terms of money units, 
and that this too runs into all kinds of difficul- 
ties on account of price movements. On an- 
other level, there is a good deal of pseudo- 
quantitative analysis in Chapter 21: ‘‘Multi- 
plier and Acceleration Principle.” Problems 
discussed under this heading go into the very 
heart of economic dynamics and, to this re- 
viewer at least, the treatment is far from satis- 
factory. This may be a case where the estab- 
lishment of a clearer relationship between 
theory and empirical data would have been of 
great use. In the absence of any reference to 
empirical data, Chapter 22, ‘A model Cycle’’, 
is also likely to provide the undergraduate 
student with insufficient insight into the 
mechanics of economic processes. There are 
a great many other points on which this re- 
viewer would like to take issue with Professor 
Halm. One last point must suffice. The 
“concept of full employment” is frequently 
used throughout the book (as the author 
himself says on pp. 434); nevertheless the 
concept is neither defined nor analyzed 
critically and the short discussion on pp. 434 
and 435 is likely to mislead rather than to 
inform the unsophisticated reader, while the 
advanced reader will find it a very super- 
ficial approach to a very important issue. It 
is surely not enough to say, as Professor Halm 
states, that whereas the concept of full em- 
ployment was referred to, earlier in the book, 
as an aim of monetary policy, etc., it “now 
. . . becomes essential to point out that this 
concept is by no means as clear as its frequent 
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use suggests” (p. 434). Would it not have 
been better to make that observation at the 
beginning of the book instead of the end, and 
not use as an aim of policy such an admittedly 
unclear and ambiguous notion? It is a good 
principle of geometry and of logic to define 
terms before using them; by doing so one 
avoids the building of elaborate verbal con- 
structions upon quicksand of unclear, am- 
biguous or pseudo-numerical concepts. 


MIcHAEL A. HEILPERIN 
New York 
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Full Employment in Your Community. A Report 
of the W. E. Upjohn Institute for Com- 
munity Research. Chicago: Public 
—™ Service, 1947. pp. 119. 

2.75. 


“It is the purpose of this book to bring 
together in one place all of the major sugges- 
tions that have been made which look toward 
the achievement and maintenance of full 
employment, insofar as these proposals relate 
to action which can be taken at the local 
level.” While the authors recognize the 
importance of national effort in achieving full 
employment they strongly emphasize the 
importance of local effort “to strengthen, 
expand, and stabilize the local economy” 
because “national policies will not insure a 
high level of employment in any particular 
community.” Further, “if democracy is to 
be virile— and it must be virile to survive— 
it must be strengthened at its roots in the 
community,” also “there will be less waste of 
financial and human resources in a com- 
munity which is conscious of the direction of 
its economic development.” A separate chap- 
ter is used to discuss what each of five groups 
can do to achieve a program of full employ- 
ment in the community. 

The local government can assist in making 
the community a desirable place in which to 
live and work and to establish a business. 
This to be done through a tax program; 
recreational facilities; police and fire pro- 
tection; zoning ordinances; a well-planned 
public works program; stabilization of em- 
ployment, and the purchasing program in its 
own administrative~set-up; educational pro- 
grams oriented to the community and rural 
needs; and research programs with an aggres- 
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sive policy for planning, investigating and 
soliciting business and industrial develop- 
ments which will contribute to the economic 
and social progress of the community. 
What can industry do? Management can 
take action to stabilize employment at the 
highest level. This would be an economic 
and social benefit to the community, and in 
addition result in reduced expenditures for 
unemployment compensation taxes, fewer 
overtime payments, less labor turnover, 
lower costs per unit of product, better morale, 
lower ‘“‘break-even point,” and higher em- 
ployee job satisfaction. Concretely: indus- 
try can plan for efficient operation through 
stabilizing production schedules (7 ways are 
explained); by carrying on a program of 
product development; by controlling demand 
for goods through the sales program (10 
policies and procedures are explained); and 
by improved management of the work force 
through personnel policies and procedures 
(6 activities are described). The authors cite 
experiences of ten companies and go on to 
point out that if sufficient progress has been 
made a firm may consider one of four plans 
for assuring employment security: (1) em- 
ployment guarantee plan; (2) annual wage 
plan; (3) wage-advance plan; (4) limited 
income-security plan. Possibilities of co- 
operative effort among employers are cited. 
Service Occupations can make their contribu- 
tion to a high level employment by using 
many of the techniques suggested above, but 
an essential aspect for the community is to aid 
small business to be profitable, and to deter- 
mine existing service needs and what are the 
possibilities of supplying some of these needs 
by cooperative effort of the interested groups. 
In considering agriculture and full employ- 
ment, the authors urge that the problem is to 
maintain farm income at a high level; to en- 
courage farmers doing subsistence farming to 
accept industrial employment; to develop 
adequate processing and storage facilities; to 
provide off-season industrial employment; 
and to bring about a recognition on the part 
of urban groups that they should be willing to 
assume more responsibility for the educational 
and recreational needs of rural groups. 
The authors are inadequate in their 
appreciation of the positive contribution 
which /abor unions may make toward full 
employment. Their program consists of 
correcting labor practices which jeopardize 
profits, violations of labor contracts, restric- 
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tion of production, and wage policies which 
ignore the relationships between prices, 
wages and profits. They say that they “do 
not mean to imply, however, that the present 
practices of labor groups are often found to 
violate these principles.”” Why, then do they 
base their program on education and correc- 
tion? Less naivete regarding management 
practices toward labor unions and a better 
understanding of why and how labor unions 
developed would improve this chapter. 

The last two chapters are devoted to 
planning. The conclusion reached is that a 
sound plan must be based on adequate 
financial support and public participation, 
that it must be made for an actual geographi- 
cal area, usually comprising both urban and 
rural sections, and that it should be co- 
ordinated with regional, state, and federal 
plans to be most effective. The functioning 
structure suggested is an employment council 
working through an executive committee and 
various sub-committees. The outline pro- 


vides a plan of action and should enable a 
community to get started on a program for 
full employment. 

The book provides a succinct review and 
handy reference for the seasoned participant 


in civic affairs and the city planners, but may 
be considered rather elementary to them 
when administrative details are outlined. 
For the neophyte this volume is a must which 
should provide a spring board for further 
study and action. 


W. E. GIEse 


University of Wisconsin 
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The Trade of Nations. By Michael A. Heil- 
perin. New York: Alfred A. Knopf. 
1947. pp. xix, 234. $3.00. 


This little volume which the author ad- 
dresses to the general public rather than to 
his fellow economists is a lucid and compre- 
hensive introduction and guide to interna- 
tional trade and economics. Starting with 
an exposition of the theory of international 
trade, the book discusses the checkered pat- 
tern of past international economic relations, 
current problems and difficulties, and their 
possible solutions. ; 

Dr. Heilperin has divided the work into 
four sections. The first gives a facile expla- 
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nation of the basis for and benefits of world 
trade, the nature of foreign investment, and 
the importance of stability in exchange rates. 
The author comes to grips with the attractive 
notion, often buttressed by statistics, that the 
process of capital accumulation through the 
technique of large-scale borrowing leads 
inevitably to default. He shows that this 
formulation is not the essence of the problem, 
but rather obscures the real difficulty— 
which is the unfortunate trend for foreign 
investment to be undertaken on a loan 
rather than an equity basis. Dr. Heilperin is 
less successful when dealing with stable ex- 
changes. He defends the gold standard as 
“the monetary system of an essentially peace- 
ful world where confidence reigned, trade 
was reasonably free, capital movements be- 
tween countries regular.” (p. 58) But he 
goes on to say that these “conditions have 
never been fully realized since August 1914, 
and in their absence the gold standard could 
not work.” (p. 59) The general technique 
of exchange control that became prevalent is 
severely criticized, and the author leaves us 
with a situation which appears insoluble. 
He does not adequately dispose of the asser- 
tion that in a world which is dynamic, but 
where change is not uniform, the gold 
standard may have caused further deteriora- 
tion by forcing deflation on countries faced 
with deficits in their balance of payments. 

The second part of the book deals with 
economic nationalism. A theoretical refuta- 
tion of all the arguments for protectionism 
is presented with considerable virtuosity, but 
there is no statement of the problems in- 
volved in tariff removal. One cannot help 
but feel that Dr. Heilperin has shirked his 
duty to the lay reader by not advising him 
that the abolition of all tariffs with one stroke 
would present more problems than it could 
solve. ‘In a chapter provocatively entitled 
“Forward to the Past” the Keynesians are 
accused of slavish devotion to an undefinable 
goal of full-employment. Nobody can dis- 
pute Dr. Heilperin’s contention that the 
maximum utilization of all resources is the 
ultimate aim of economic policy. But it is 
equally undeniable that we must first solve the 
problem of fully employing human resources 
because human misery is a greater evil than 
a higher cost curve. Dr. Heilperin would 
argue that the best way to end the former is to 
lower the latter, but recent history does not 
support this conclusion. 
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The third book deals with broader ques- 
tions of international policy, and the author is 
encouraged by the progress in this area. He 
is favorably disposed toward the International 
Monetary Fund, the World Bank, and the 
International Trade Organization. This 
places him in one camp with the Keynesian 
economists that he so frequently attacks. 

The fourth book is concerned with the 
responsibilities and potential contributions 
of the United States to world prosperity. 
Dr. Heilperin’s program for the United 
States including full-employment, the open- 
ing of American markets to world trade, the 
extension of long-term credit, international 
cooperation, economic flexibility, and trade 
agreements for the extension of unfettered 
trade is irreproachable. Here again, on 
matters of policy, he is at one with the 
Keynesians. 

The over-all merit of the book is con- 
siderable. Dr. Heilperin’s main contribution 
consists in explaining the historical back- 
ground for present international economic 
difficulties, and in indicating the direction 
in which long-term solutions lie. 

The general reader will find the book in- 
teresting and readable, but I suspect that he 
will be unclear as to the real nature of the 
author’s disagreements with Keynesian econ- 
omists. He will probably think them far 
more important than they are. The econo- 
mist will find in this work an excellent ex- 
position of a vigorous point of view on the 
vital theoretical problems of international 
relations. 


Howarp C. Gary 


Department of Economics, 
University of Wisconsin 
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Land Economics, By Ronald R. Renne. New 
York: Harper and Brothers, 1947. pp. 
xiv, 736. $5.00. 


This volume, authored by President Renne 
of Montana State College, comes as a wel- 
come addition to the literature in the field of 
Land Economics. Both in organization and 
content the book seems designed primarily 
for classroom use. But many research workers 
as well as teachers will find it a fertile source 
book of information, and its readers must 
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agree that the author has presented a well- 
rounded treatment of his subject. 

The book is divided into five parts: 
I. Background and Perspectives, II. Prin- 
ciples of Land Utilization, III. Major Land 
Uses, IV. Land Use Problems and Policies, 
and V. Planning and Control of Land Use. 
The first and last of these sections are reason- 
ably short—the first deals with the general 
content of the field of land economics and the 
last with land use planning and its possible 
future use. 

Most of the discussion of economic prin- 
ciples and methods is found in Part II, Prin- 
ciples of Land Utilization. The first three 
chapters in this section are entitled “The 
Supply of Land,” “The Demand for Land,” 
and “‘Land Appropriation.” They deal with 
the problems of land as space, the impact of 
population pressures on land, and land as 
property, respectively. The more important 
economic principles affecting land use are 
discussed in the chapter on “Economic 
Processes in Land Utilization.” This is 
followed with a chapter on “Land Rent and 
Income Distribution” which briefly considers 
the nature of rent, land rent theory, and the 
process of capitalizing rent into land values. 

Part III., Major Land Uses, is divided into 
seven chapters, dealing respectively with the 
problems of agricultural, forest, recreational, 
mineral resource, water resource, transporta- 
tion and urban land use. In his discussion of 
these various land uses the author employs an 
organization pattern which emphasizes (1) 
need and demand for each type of land, 
(2) its supply situation, (3) its major use 
problems, (4) its inherent peculiarities as a 
type of land use, and (5) future land require- 
ments. 

The consideration of such important land 
economics problems as land tenure, land 
valuation and credit, land taxation, and 
conservation is left to Part IV. Each of 
these subjects is ably treated by the au- 
thor. The chapters on “Land Tenure and 
Tenancy” and “Conservation of Land Re- 
sources” are particularly commendable. They 
represent the best overall summary treatments 
of these subjects that have yet come to this 
reviewer’s attention. Praiseworthy as the 
individual chapters in Part IV are, however, 
it is this reviewer’s opinion that many teach- 
ers will want to treat the problems of tenure, 
valuation, taxation and conservation to- 
gether with rather than apart from their 


discussion of the major land uses described 
in Part III. 

Many readers will be interested in com- 
paring this book with Ely and Wehrwein’s 
Land Economics (1940). As one would expect 
in the case of texts which cover the same field, 
there is considerable overlapping of subject 
matter and joint use of the same source 
materials and examples. Professor Renne’s 
book is probably the more systematically 
organized, although not necessarily the more 
readable, of the two. With its additional 224 
pages of text, it deals with many land eco- 
nomics problems in a more detailed and 
encyclopedic fashion. More attention, for 
example, is focussed on the subject of trans- 
portation as a land use, on the problems of 
land tenure, taxation, and conservation, and 
on the land use planning process. At the 
same time, however, the treatment of some 
subjects such as the utilization of arid, forest 
and urban lands seems less complete than that 
presented in the Ely-Wehrwein volume. 


RALEIGH BARLOWE 


Cooperative Agent, Bureau of 
Agricultural Economics and 
Michigan State College . _ 4. ; 
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Problems of African Development, Part I, Land 
and Labour. By T. R. Batten. London: 
Oxford University Press, 1947. $1.25. 


The study, Problems of African Development, is 
concerned with the British colonial posses- 
sions in tropical Africa. It purports to be an 
introductory survey of some of the problems 
“that must be solved before the goal of 
British colonial policy—self government tor 
the colonial peoples—can be reached.” The 
present volume, Part I, Land and Labour, 


touches briefly on a number of economic. 


problems. A second volume, Part II, Govern- 
ment and People, will consider some of the 
political, social, and psychological problems. 

The basic premise of this volume, Land and 
Labour, can be summarized in the statement 
that “the people of Africa are poor... 
[because] their lands appear to lack great 
potential wealth, and less skill and energy 
have been applied to their development.” 
Thus if the African peoples are to attain the 
same standards of living and social services 
that the people of Europe and America enjoy 
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“they must overcome the initial disadvan- 
tage of smaller natural resources by an even 
greater application of knowledge, skill, and 
effort.” 

The author demonstrates that many of the 
problems now current in Africa result from a 
lack of understanding of native customs. The 
system of land tenure, for instance, was based 
on the idea of communal ownership. The 
individual thru membership in the com- 
munity acquired the right to use as much of 
the land as he needed. British investors 
“bought” land which they wanted for mining 
or plantation operations, assuming that thru 
the purchase they acquired ownership in 
fee simple. The natives viewed the purchase 
price as a gift by which the donor acquired 
membership in the community and thus had 
equal right to use the land with any other 
member of the community. Aside from the 
conflicts which resulted from cultural differ- 
ences, the plantation economy and the intro- 
duction of cash crops disrupted the subsistence 
economy of the area, leading to more inten- 
sive cultivation of the soil and giving rise 
to the concommitant problems of ‘erosion 
and soil depletion. Mr. Batten draws heav- 
ily on more intensive research in the area so 
that the monograph, in addition to giving a 
brief and concise account of the problems, 
includes a selected bibliography of prior stud- 
ies in British portions of equatorial Africa. 


Hara.p A. PEDERSEN 


Uabeneite of Wisconsin 
UL 


The American Farmer: His Problems and His 


Prospects. By Lee Fryer. New York: 
Harper Bros., 1947. pp. 168. 


In these days of full farm production at 
high prices, this treatise on the problems and 
prospects of the American farmer is a contri- 
bution to forthright thinking and to realism. 
It enables us to peer behind the inflationary 
curtain and discover that all is not well on the 
American agricultural landscape—particu- 
larly with the small, family-operated farm. 

As an interpretative treatment of the 
economics and sociological problems of 
American agriculture and as a presentation 
of a program of action to meet these problems, 
the book will satisfy neither the “family 
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farm-is-doomed” school of thought nor the 
orthodox thinkers in the field of agricultural 
reform. Because the author is convinced 
that the family farm “can be made into an 
efficient unit in a modern society,” he is for 
preserving it as the basic unit of production 
and social organism in our farm and rural 
life. His approach for its preservation (in- 
corporated in the last chapter entitled, “A 
Charter for Reconstruction of Rural Life in 
the U. S.”’) will not find favor, however, with 
rigid adherents of a free-wheeling economy in 
agriculture. Few will fail to acknowledge, 
however, that it is an impatiently fightly 
treatise, vigorously pursued, crisply handled 
and provocatively presented. 

Admittedly, the book, “is about working 
farmers, their struggle to survive, their houses, 
their health and income, and their future in 
the United States.” Those who are familiar 
with the economic, social and cultural handi- 
caps of the “dirt farmer” in American agri- 
culture, and who are in a hurry to get at the 
vitals of the book, may skip the chapters 
falling between the first and the last. The 
latter two will give the informed reader the 
agricultural philosophy of the author and his 
views for reconstructing the farm economy 
and rural life in the United States. 

The central driving force behind the 
presentation is the realization that “the vital 
problems in American agriculture have not 
been solved during the war years.” “All 
the old and still unsolved problems of the 
1930’s and the new problems of the 1950’s,” 
the author states, “are waiting to fill the 
minds and lives of rural people again.” Less 
secure than ever before is the position of the 
family farm. Three out of five of these farms 
are today “too small to support a family 
satisfactorily,” and a million of them “face 
dispossession when commodity prices decline 
again to the 1939 level.” But even high 
prices, the author pushes on, are not the 
solution to the security problems of small and 
family farmers for the latter (about 4 million) 
are not in the position to take full advantage 
of high or favorable prices, producing, as 
they do, only about 20 per cent of the total 
value of U. S. farm production. 


Perhaps two of the most challenging 
questions raised by Fryer are: (1) Why a 
double standard of living for city and farm 
people? (2) What system of farming do we 
want? The first question leads to an exami- 
nation of the “bed rock problems” in Ameri- 





206 


can agriculture that are responsible for 
“about two-thirds of all farm people [failing] 
to obtain a reasonable minimum American 
living,’ measured against a yardstick of 
$1400 net cash family income at 1940 prices; 
the second presents us with the necessity of 
making a clear-cut public policy choice re- 
specting the encouragement of the type of 
agricultural structure whose efficiency would 
be most consistent with the welfare of those 
dependent upon farming for a livelihood and 
for a mode of life. 

The generally recognized problem of 
surplus manpower in agriculture does not 
escape the author. At least 2.5 million 
farmers and farm workers, he observes, are 
slated for disemployment as new machinery 
and improved management reduces the need 
for manpower in postwar agriculture. Urban 
absorption of this surplus labor is rejected as 
being unrealistic. In an inspiring chapter, 
‘Occupation and Industries for the Country- 
side,” the author proposes an alternative 
solution. What probably will be considered 
the most original and positive features of 
Fryer’s treatment of the problem is his 
7-point program of community action for 
“rebuilding American farm life.” The 
author states that “its provisions have still to 
be reworked in neighborhood debate, at 
fence corners and in community halls.” 
Whether or not one agrees with this basic 
approach or in every detail, it is sufficiently 
stimulating to merit the attention and study 
of agricultural planners and policy makers. 

The book is not without missionary zeal. 
It is, simultaneously, a critique of the rugged 
individualist farmer who “‘cannot quite bring 
himself to join the local farmers’ cooperative”’ 
and a call to small and family farmers to 
organize for their economic protection. As 
he puts it: “Unless Mr. 100-174 Acres finds 
out very soon that he is a small farmer, 
needing collective security with other small 
farmers, may the Lord help him.” 

Neither is the book without weaknesses. 
The statement for example, that the farmer 
“is a member of the most inefficient economic 
enterprise in the U. S.” is subject to closer 
scrutiny before it can be accepted on its face 
value. Fryer also declares that he “opposes 
any system of farm production that would 
cause large numbers of people to become 
migratory farm workers, homeless and ex- 
ploited by big farm operators and farming 
corporations.” It’s the better part of realism 
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to reconcile ourselves to the fact that migrant 
seasonal workers in American agriculture are 
here to stay. And, why, it may be asked, 
must they be exploited and homeless? 

A note of bitterness may be detected in the 
author’s dedication of the book “to the 
employees of the Farm Security Administra- 
tion who spent their sweat and their devotion 
in a losing battle to eliminate the causes of 
rural poverty in the United States.” This 
will be understood as a reference to the 
curtailment of the scope of the functions of 
the above agency with which he was formerly 
associated. As an employee of the Farm 
Security Administration, and now of its 
successor, the Farmers Home Administration, 
this reviewer may perhaps be permitted a 
brief comment in this connection. The 
causes of rural poverty cannot be eradicated 
by a single campaign against it. A continu- 
ous and sustained effort is required. Many 
lessons were learned in the campaign con- 
ducted by the FSA that have not been lost to 
its successor. The FHA is continuing the 
fight to preserve the best features of the 
family farm in this country. Its program can 
become more dynamic and more resourceful 
only as public opinion becomes more en- 
lightened to the need of a broader base of 
operations against rural poverty in the years 
ahead. 


SAMUEL Liss 


Farmers Home Administration, 
U. S. Dept. of Agriculture 


Ud 


Community Builders Handbook. By Community 
Builders Council. Washington, D. C., 
Urban Land Institute, 1947. pp. 205, 


illus. $12.00. 


I suppose we can now agree that it must 
be so, for the Community Builders of America 
have put it in words and illustrations neatly 
bound together in handbook fashion. It is 
a good job. It satisfies a long felt need. For 
the first time there is available reliable data 
on standards for community development. 
These data, flowing as they do out of actual 
experience, are all the more valuable. It is 
the most complete compilation of develop- 
ment “know how” yet published. Planners 
should rejoice because much of the design 
material in the handbook originated with 
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them. It would be easy to criticize the 
omissions, of which there are several from a 
planner’s viewpoint, but one has to admit 
that the authors of the handbook did a 
mighty fine job, even so. 

Veteran and embryo developers in the 
realty field cannot afford to be without this 
handy reference book. In it they will find 
the “‘soup-to-nuts” material necessary to a 
comprehensive understanding of the more 
nearly right way to plan and build. Planners, 
too, can ill afford to be without this thesaurus 
of practical standards. 

It should do much to improve future de- 
velopments. Builders will be more inclined 
to accept techniques and standards recom- 
mended by their own fraternity than they 
would from starry-eyed planners. F.H.A. 
through its standards did much to raise 
the quality of development throughout the 
United States and was a great influence in 
stimulating better planning. The Com- 
munity Builders Council has made an equally 
important contribution to the cause of plan- 
ning in publishing the consolidated opinion of 
its members on what their experience seems 
to indicate is the most efficient and desirable 
manner in which to improve property. 
Time will tell, of course, but I am extremely 
optimistic about the good effect this hand- 
book will have on planning in the future. 

I do not hesitate to recommend this publi- 
cation to anyone interested in obtaining a 
better understanding of development prin- 
ciples, standards and design. 


Cuas B. BENNETT 
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The Economic Rivalry Between St. Lous & 
Chicago, 1850-1880. By Wyatt W. Bel- 
cher. New York: Columbia University 
Press, 1947. pp. 217. $3.00. 


Director of Planning, 
City of Los Angeles 


Dr. Belcher’s appraisal of the economic 
rivalry between St. Louis and Chicago should 
increase our understanding of present urban 


patterns. Very few studies of urban size, 
growth and interrelationships exist. Little 
also is known about urban economic history. 
The gaps are serious for historians, city 
planners, federal and local officials, business 
groups and others. 
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The purpose of the study is to explain how 
Chicago wrested from St. Louis supremacy of 
the Midwest. Superior geographical posi- 
tion, transportation arteries and _ business 
leadership, Dr. Belcher shows, gave Chicago 
quite an edge. These advantages were 
magnified by the richer industrial and agri- 
cultural hinterland of the North and West 
which Chicago linked together—in com- 
parison with the South’s plantation system 
which St. Louis served. The Civil War and 
its aftermath further strengthened Chicago’s 
dominant position. | 

Dr. Belcher relies heavily on newspaper 
accounts, commercial documents and trade 
statistics to reveal the varying attitudes, 
obstacles, economic position and prospects of 
the contending cities. Unfortunately, no 
maps or visual aids are presented though 
every chapter involves some descriptive 
geography involving transportation routes, 
areas of influence or settlement, etc. Un- 
necessary repetitions of simple ideas, espe- 
cially of local attitudes, also tend to strain the 
reader’s patience. Often too, the evidence 
seems good but as in many historical accounts 
the data are obviously selected. It is difficult 
to judge the representative quality or 
significance of the “attitudes” and case 
studies presented partly because no syste- 
matic breakdown of the principal economic 
activities and trends is attempted and no 
effort made to establish the relative impor- 
tance of the factors governing city growth. 
For example, one could not tell from Dr. 
Belcher’s analysis whether St. Louis might 
have thrived minus “energetic” business 
leadership if good railroads were built to 
supplement river transportation; or whether 
such leadership might have either followed or 
created better business opportunities and a 
more strategic economic location; or how 
St. Louis would have fared if its railroads 
were more efficiently financed and managed. 
These and other variables are carefully 
described but the nature of the interdepen- 
dence between the “causes” is slighted. 

Granted some of these problems are not 
easily solved or are beyond the study’s pur- 
view. The weaknesses remain: they limit 
the vittues of an otherwise mature, useful 
and scholarly addition to the meagre litera- 
ture on city development in the nineteenth 
century. 

Lioyp Ropwin 


Massachusetts Institute of Technology 








